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should prove profitable to Banks 


It is estimated that fifty million people will go 
to the World’s Fair in Chicago. 

This is a conservative figure when we recall 
that forty years ago, twenty-eight million visited 
the Columbian Exposition in that same city. 

For five months beginning May 27, every day 
will see its stream of travelers starting out by 
train, bus, airplane or private car. 

If ever people need protection for their travel 
funds, it is when they are on the road or in crowds. 

The bank not only furnishes this protection, 
but makes a profit of one-half of one per cent 
when it influences these travelers to carry Amer- 
ican Express Travelers Cheques. 

There are several ways of bringing this 
profit into a bank—the friendly caution of 
tellers and bank officers to those with whom 





they have contacts—small but consistent adver- 
tising in local newspapers—the display of signs 
—the enclosure of blotters in statements. 

Travelers Cheque sales respond quickly to pro- 
motion because the safety of travel or vacation 
funds is a basic appeal to everyone. 

There will be many millions who go on vaca- 
tions apart from the World’s Fair and all are 
equally in need of travel fund protection. 

But the fifty million who are Chicago bound, 
stimulated to travel by the lure of the great Ex- 
position, provide a market which comes rarely 
during the Century. 


Steamship tickets, hotel reservations, itineraries, cruises 
and tours planned and booked to any part of the world 
by the American Express Travel Service. 





AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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| States with insufficient protection against bank robbers. 
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SLETTERS- 


» Vault Ventilation for $2.60 


Sirs: There are thousands of small banks over this United 
i One of 
the important problems is how to protect oneself against the 
locking cs of employees and officers in an air-tight, or nearly air- 
tight vault. 

We called a conference with one of our local carpenters on the 


- subject, and after deliberating a short time he set to work. We 


have a good strong vault, with an eighteen-inch wall. With about 
two and one-half hours’ work, and about three feet of pipe with an 
elbow joint, we had our ventilator at a cost, labor and materials, 
of $2.60. Most every bank has a small electric fan available. 
With a tin, slotted, funnel-like flared opening to the pipe on the 
inside, we fitted in one of our small fans, and by turning it on from 
the inside, we can get all the fresh air we would need if locked in. 
In fact there is quite a draft, even when the fan is not on. The 
pipe goes through the wall down through the floor to the basement. 
It comes out near the floor and can easily be hidden by a waste- 
basket or what not. 
A BANK PRESIDENT 


° Sd 


Washington—Or the People? 


Sirs: Please accept my thanks for the splendid magazine that 
comes to our bank each month. I find it very instructive and read 
with pleasure the many items that concern a small town bank. 

As I look at our problem today, I believe our forces at Washing- 
ton are off on the wrong foot. Our country will struggle throug 
its difficulty and we shall see trade revive and prosperity return. 
But with the utmost respect for the earnest and industrious 
officials who are doing their best, recovery will not come from 
Washington and it will not come from planning experts. It will 
come from the honest efforts of one hundred and twenty million 
people, with just the average intelligence but still, under the spur 
of individual interests and necessities, abler in their own affairs 
than any central planning agency yet devised or in prospect. 

A. E. Jackson, President, 
Angola State Bank, Angola, Indiana 


o 


It Makes the Rounds 


Stirs: We read, with a great deal of interest, your publication, 
and while we receive several copies every month, it is usually 
several weeks before all those who are interested, can have an 
opportunity to see the current issue. If you could arrange to send 
us two additional copies each month, we would greatly appreciate 
it. 

May we take this opportunity to compliment you on the 
character and value of your magazine, and to thank you for the 
additional copies which will be greatly appreciated. 

Howarp M. Potter, Assistant Treasurer, 
Camden Safe Deposit and Trust Company, 
Camden, New Jersey 
¢ °¢ 


More About Postal Savings 


Sirs: 


1a A prominent New York banker, formerly President 
ol the 


New York State Bankers Association, recommended 
to us a graphic presenta- 
tion of the growth of the 








23 Years’ Growlh *45872570 Pustel Sevings, and sug. 
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of Personal Savings published in the New York 
papers early in March. 
crt ene con _ f you would like to 
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have you do so. 
Through the kindness 
of your New York repre- 
aul ti sentative, Mr. Farrell, we 
dbbbddichdeide received extra copies of 
vour April and May issues, 
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which we are sending to our men for use in the field because they 
contain some of the finest material we have ever seen in any 
banking publication. 
G. P. Hutcuins, 
Elliott Service Company, New York City 


o o 


The Kelly Metered Service Plan 


Sirs: I had a count made of the inquiries received from April 
6 to April 26, and find that I have received 248 inquiries on the 
Metered Plan from banks located in 39 different states from coast 
to coast. I believe you will also be interested in learning that a 
fairly large proportion of these letters are from some of the largest 
banks in the United States. 

For instance, I have 5 inquiries from banks in New York City 
and 16 inquiries from other banks in the State of New York; 
7 from banks in Pennsylvania; 4 from banks in the State of 
Washington; 10 from Texas; 4 from New Jersey; 2 from Vermont; 
4 from Virginia; 2 from West Virginia; 1 from Oregon; 3 from 
Nebraska; 4 from New Mexico; 4 from Massachusetts; 2 from 
Minnesota; 5 from California; 3 from Arizona; 4 from Colorado, 
etc,,. ete. 

Furthermore, notwithstanding the fact that during the past 
18 months nearly all the banks in the states of Missouri and 
Illinois have requested information on this plan I have received 


(Continued on page 25) 





BURROUGHS 
ADDING 
MACHINES 


Many new styles especially 


designed for Banks 


Several new Burroughs Adding Machines recently have 
been included in the long line Burroughs offers for every 
bank requirement. For routine addition or subtraction, 
writing transit letters, interior proving, trial balance, 
proof of ledger posting or other bank figure work, there 
are Burroughs Adding Machines with special features that 
exactly adapt them to the kind of work to be done. More- 
over, the new machines provide greater speed, simplicity 
and ease of operation. You will be well satisfied if you ask 
the local Burroughs office to inform you of the numer- 
ous improvements Burroughs has recently introduced. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


Burroughs 






















The new Burroughs 
with double motor bar 
subtracts as quickly and 

easily asit adds. By depress- 
ing the minus motor bar, an 

amount is instantly subtracted and 
designated by the symbol (—). By de- 
pressing the plus motor bar, an amount is 
instantly added. The machine also prints a 
credit balance, automatically designating 


it (CR). 





An eight-column Burroughs Desk Adding 

Machine. All styles of Burroughs Desk 

Machines require only 9” x 1314” space; 

are operated with one hand; may be moved 

aside when not in use, or easily carried to 
another desk. 





This new Desk Duplex Adding Machine 

adds two sets of figures in one run, and 

provides a separate total of each set; also 

adds groups of figures, furnishing a total of 

each group and a grand total of group 
totals without relisting. 





Burroughs Adding Machine equipped with 
double adding mechanism. Wide, movable 
carriage for listing and totaling in various 
columnsof wide forms. May beobtained with 


special features for proof or transit work. 
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Money and machines, 
and men, are going 
back to work 


ppraising | 
the 


ESPITE the fact that many 
foreign and domestic complica- 
tions in industry and in com- 

merce have not as yet been removed 
as sources of real difficulty to the world’s citizenry, a 
sustained business recovery of considerable importance 
has occurred in the United States since March. While 
small when compared with the extent of the liquidation 
which has taken place during the last four years, it has 
many outstanding and highly significant features. Causes 
for this impetus lie mainly in the steps taken by the present 
federal administration in power, which while keeping one 
eye glued upon the international aspects of recovery in 
mapping its program for “‘a new deal,”’ has put first things 
first, and has given its chief attention to solving certain 
domestic problems. The philosophy upon which this 
program has been carried on is that of qualified inter- 
nationalism. From its beginning, it has been very apparent 
to this new government that it could not rely upon inter- 





TE eissaibiid Hi 








Ewing Galloway 


USINESS RECOVERY 


by CLARENCE W. FACKLER, 
Pu. D., C. P. A. (ILt.) 


Assistant Professor of Economics, 
New York University 


national co-operation and agreement 
to solve the world-wide depression at 
any reasonably early date. There had 
to be some economic pressure exerted 
by a commonwealth like the United States, which would 
be strong enough of its own weight and importance to 
stimulate a world recovery by initiating a recovery at its 
own doorstep. It is only natural, then, that evidences of a 
retreat from the depression should first be noticeable, as it 
now is, within the United States. 

The outcome of the international conferences on ques- 
tions of armaments and economic policies will be certain 
to have their favorable or unfavorable consequences in 
industry and in commerce. To these developments, states- 
men and business men cannot be wholly blind. For the 
truth is that the domestic business recovery will not wait 
for the decisions of these diplomatic discussions. Rather, 
it will either be stimulated or temporarily checked by 
them. So that just how fast improvement continues will 
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depend upon the satisfactory or unsat- 
isfactory events which lie in the future, 
all of which are matters of mere 
conjecture and opinion. 

In the past four years there has 
seemed to be no end of “round-the- 
corner” prophets, who claimed upon 
various occasions to “‘see” revival in 
some magic crystal just a step or two 
ahead. This article will not treat of 
prophecies, but of facts. After all, the 
late Hon. Dwight Morrow will prob- 
ably prove to be most correct, when 
all the forecasts are reviewed in the 
light of developments, which are to 
come. It was he who remarked at one 
time that the depression would be 
over several months before people 
realized it. Several months of steady 
gains have in fact already been 
recorded in many departments, but 
there are as yet few people, who 
realize or are convinced of the impor- 
tance of these advances. If they were 
really to examine the facts, they would 
see that the quality, breadth, and 
duration of the rebound so far have 
been remarkable. The scope of the 
improvement already reflected in pub- 
lished data, has clearly outshown all 
previous upward reverses in the hereto- 
fore declining indices. Moreover, the 
business trend has been distinctly 
against the seasonal movement. This 
fact alone should be receiving more 
attention than it apparently has. 


NE may well ask where the most out- 

standing improvements have been 
noticeable. To begin with, retail and 
wholesale business in the export trade 
certainly have been expanding. Power 
output, New York City bank clearings, 
wages, payrolls, employment, steel 
and coal production, textile and leather 
prices, domestic consumer cash buying, 
and rubber and glass production have 
all shown marked increases. That 
there is really a better demand for the 
products of key industries is to be 
noticed in the fact that the pick up 
here has been confirmed by a sustained 
advance in the metal trades. And, 
upon this occasion, the demand for 
metals has not come alone from the 
automobile producing section and from 
the public utility field, but from mis- 
cellaneous producers country-wide as 
well. Again, the monthly index of 
business activity, prepared by the 
*“Annalist’” is higher for April than for 
March, and was higher for March than 
for February. Consecutive advances 
have, likewise, been noted in wholesale 
price indices. Business failures, as 
reported by Dun and Bradstreet, con- 
tinue to decline both in number and in 
the amount of liabilities involved. 
And, Portland cement shipments in 
April exceeded production for that 
month, with the resulting decline in 
stocks on hand. 

From this very sketchy résumé of 


recent developments, there are at least 
three outstanding facts worthy of note. 
First, business activity has returned 
to the approximate level of February, 
1932, in less than two months in 1933. 
Second, the wholesale commodity price 
index, while still behind the movement 
in business activity, has shown a 
definite reversal from the downward 
trend, which was initiated on such a 
pronounced scale in 1928. Third, 
average prices of representative stocks 
have now broken though the highs 
of the entire year of 1932. 
Here the upward trend has been 
of the most encouraging sort. 

It is even more remark- 
able that evidences of a 
more balanced condition 
in the individual price 
structure are becoming 
more and more con- 
spicuous. Equilibrium 
is being restored 
gradually. In fact, 
those exponents of a 
non-inflationary 
policy have the 
strongest support 
for their arguments 
just here in these 
price readjust- 
ments. For ex- 
ample, a_ signifi- 
cant readjustment 
has taken place as 
between farm and 
textile products on 
the one hand, and 
manufactured prod- 
ucts on the other. 
This is revealed in the 
table shown below, 
which compares the 
““Annalist’” weekly index 
of wholesale commodity 
prices fortwodatesexactly 
twelve weeks apart. 

Now the healing influence 
of these price readjustments is 
not to be minimized in the 
least. For, in effect the purchas- 
ing power of different income re- 
ceiving groups is made more equi- 
table. One group is not forced to 
remain to so great a disadvantage in 
the market-place when compared with 
the ability of the other group to buy. 
And it is interesting to note that this is 
the first time since the depression of 
1920-1921 that the relative bargaining 
position of the agricultural and textile 








Feb. 28, 
1933 


61.8 


May 23, 
1933 


80.9 
96.9 
83.0 
94.3 
97.1 
106.9 
95.5 
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income groups has been adjusted in 

their favor to any great extent. 
There is, of course, absolutely no jf 

way of telling to what de- 

gree this improve- 

mentin business 

is the result 

of stimu- 








lants, 

which have 

been applied or 

promised by the Demo- 

cratic Administration in Wash- 

ington. Neither is there any measure, 
which can be applied to determine 
what part has been due to develop- 
ments of a healing sort, lying beneath 
the outer crust or surface of conditions 
everywhere. But, it is noteworthy 
that this favorable turn, which has 
been described above, has coincided 








rather closely with (1) the abandonment 
of the gold standard by the United 
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States and the threatening arbitrary 
increase in the volume of money, 
(2) with the stagger system of re- 
. opening banks, (3) with the 
increase in deposits 

and sales (or the 

reluctance 

to hoard 


onset 


a) =“ 
a 7] Piss 5 ate 


ce 


up any 
longer), (4) 

with thelegaliza- 

tion of beer and wines, 

and the submission of a repeal 
referendum on prohibition to the 
several states, (5) with the passing 
of political paralysis by governmental 
acts looking toward economic, social, 
and psychological relief, and (6) with 
a certain amount of co-operation com- 
ing from industrial leaders within the 
United States and from statesmen 
and politicians without our borders. 
In the first place, it was quite 


generally observed by careful students 

of world developments that more 

satisfactory conditions were visible in 

countries, which had left the gold 

standard, than in those where strict 

adherence to the redemption of various 

kinds of money in the yellow metal 

was maintained. Especially was this 

the case in countries like Sweden, 

where some effort has been made since 

1931 to regulate the volume of money 

with a view to stabilizing the internal 

price level. The incoming adminis- 

tration in the United States in 

March saw clearly that the 

7 people of this country would 

wt be forced to withstand con- 

‘el tinued hardship for some 

\ time, if the way were not 

opened for a_ revision 

downward in the value 

of astandard monetary 

unit. People would 

have difficulty in 

settling their debts, 

in selling their goods, 

and in obtaining 

employment for 

their labor and cap- 

ital. The only rem- 

edy necessitated 

first the abandon- 

ment of the gold 

standard. For, 

whenever there is 

the chance that a 

unit of money will 

become cheapened 

in terms of the 

goods and services 

which it will buy, 

people make haste 

to get rid of the thing 

which will become 

cheaper with the pas- 

sage of time, or which 

has the chance of be- 

coming so. They seek to 

obtain quickly the com- 

modities, equities, etc., 

which threaten to become 

increasingly valuable in terms 

of the money. As a result, 

activity everywhere is increased, 

and a better equilibrium in eco- 

nomic conditions all around is made 

possible ultimately. That this possi- 

bility of a cheaper dollar has been to 

some degree a potent force in the 

recent “‘about-face” in prices, produc- 

tion, and activity is extremely hard to 
deny. 

Secondly, by providing for the 
closing of all banks temporarily and 
for their gradual re-opening on the 
basis of relative strength and with 
Federal direction, a dribbling loss of 
confidence on the part of depositors 
and non-depositors in the entire bank- 
ing structure was pushed aside. Action 
here was similar to severing the 
branches of a young fruit tree in order 
to save the roots and the trunk from a 


Five 


disease threatening to consume the 
whole structure. It was a masterly 
stroke on the part of those in control 
of the Government. And, its benefits 
are still reverberating in the business 
world. For, there are the nearly 
13,000 banks with more than 90 per 
cent of the deposit liabilities of the 
nation, which have resumed normal 
operations. And each week brings 
many more re-openings. ‘Then, too, 
almost two billion dollars in what is 
supposed to have been hoarded cur- 
rency has been returned to the banks. 
And this return of money, further- 
more, has included nearly three-quar- 
ters of a billion dollars in gold. Besides, 
the more efficient use of checks in 
exchange operations has by this act 
been restored. These developments 
cannot, therefore, be ignored, or lightly 
cast aside as unimportant. They have 
not only strengthened the central and 
member banks, but the entire financial 
community has changed its complexion 
and has improved its position. 


‘THE psychological attitude of the 

financiers alone has not changed. 
The mental state of health of the entire 
people has, likewise, been altered for 
the better. Before March, it seemed 
like nothing could possibly change the 
status quo. ‘There appeared to be 
nothing to do but to “‘sit-tight” and 
to wait for the inevitable end of 
modern civilization. Rackets of all 
kinds had such a tight grip around the 
throats of almost every business, that 
enterprisers merely wore the mask of 
competition to conceal their real 
countenances of cold-blooded monopo- 
lists. This has not all been changed by 
any means. But there is plenty of 
reason to believe that this feature of 
our exchange system of recent years 
will be eliminated to a great extent in 
a relatively short time. It took just 
one or two things to demonstrate to 
the people of the United States that a 
change could be engineered success- 
fully. One of these things was the 
legalization of 3.2 per cent beer and 
wine, and the submission of the repeal 
of the Eighteenth Amendment to the 
separate states. Another development 
will be mentioned a little later. But 
such a thing was sufficient to lift the 
veil from the faces of people, and to 
turn their eyes to revamping their own 
individual spheres of action in the 
light of recovery. The impetus given 
by this new legalized industry to other 
related lines will become more and 
more noticeable as time goes on. 

In still another connection, one may 
turn his attention with profit to the 
probability of a balanced federal 
budget, and to its effects upon re- 
covery. Of course, federal revenues 
may be somewhat lower than the 
estimates which even the most con- 
servative forecasters prophesy. And 


(Continued on page 22) 








G Lass Bankinc BILL 


by 
ARTHUR CRAWFORD 


NACTMENT of the compre- 

hensive banking legislation which 

has been in the limelight for 
many months was virtually assured 
as Congress approached the end of its 
special session. 

After hope had been virtually 
abandoned for final action before next 
winter, the conferees of the Senate 
and the House agreed upon a con- 
ference report on June 12. It provided 
for temporary insurance of deposits up 
to $2,500 in member banks of the 
Federal Reserve System and in non- 
member banks certified by state 
authorities to be sound, effective from 
January 1 to July 1, 1934, after which 
a permanent insurance system would 
be effective. The President has 
authority to advance these dates. 
Non-member banks could have the 
benefit of the insurance without join- 
ing the Federal Reserve System only 
until July 1, 1936. 

Limited state-wide branch banking 
provisions of the Senate bill were 
accepted as was the Senate bill provi- 
sion for a complete separation of 
security affiliates from banks after 
one year. 

The House bill provision for repeal 
of double liability of holders of national 
bank stock issued hereafter was in- 
corporated. 

The conferees of the Senate and 
House had three chief points of 
difference to adjust. First and most 
important were the bank deposit 
insurance provisions, including both a 
temporary one-year scheme in the 
Senate bill as well as somewhat 
different permanent plans in the two 
measures. Next was the question of 
branch banking, and finally the matter 
of security affiliates. 

Opposition of President Roosevelt 
and Secretary of the Treasury William 
H. Woodin to the immediate insurance 
or guaranty of bank deposits as 
provided in the so-called Vandenberg 
amendment of the Senate bill furnished 
the principal obstacle to a quick 
agreement. Under this amendment, 
which was offered by Senator A. H. 
Vandenberg of Michigan, deposits 
up to $2,500 would be insured between 
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Provisions of the 








Salient Points 


': Bank Capital—The minimum capital of national banks is increased from $25,000 to 
$50,000 in cities up to 6,000 population. The minimum is $100,000 in cities up to 50,000, F 


above which the minimum is $200,000. 


% Bank Directors—Member banks are required to have a board of directors of not less than 


5 nor more than 25. Every director shall be an owner of stock having a par value of $2,000. F 


3. Deposit Insurance—Temporary insurance provided up to $2,500 in member and — 
certified non-member banks from January 1 to July 1, 1934, after which the permanent plan F 


is effective. 


4+, Double Liability—Repealed on national bank stock issued hereafter. 


¢ 
paid on time deposits. 


6. Interest Rates—The Federal Reserve Board is given power to regulate the rate of interest 
Limit interest rate member bank may charge borrower. 


y. Security Loans—Loans secured by the stock or bond collateral are to be carried by 
member banks only in such ratio to capital and surplus as fixed by the Federal Reserve Board, 


7. Loans for Others—Member banks are prohibited from acting as the agent for others in 
making loans on securities to brokers or dealers. 


$. Commercial Loans—Restrictions are placed upon the Federal Reserve banks to limit 
them to the extension of credit for ordinary business purposes. 


9, Loans to Officers—Executive officers are prohibited from borrowing from their banks. 


16. Branch Banking—National banks permitted to maintain state-wide branch banking 
in states authorizing state banks to have branches. 


) Group Banking—Holding companies are prohibited from voting the stocks of national 
and state member banks which they hold unless they accept examination by the Federal 
Reserve Board and comply with certain regulations. 


)V Private Banking—It will be unlawful after two years for any person or institution 
engaged principally in issuing, underwriting or distributing securities to receive deposits. 


i} Security Affiliates—Complete separation of affiliates required within one year. 


if The Reserve Board—tThe Secretary of the Treasury remains as an ex-officio member. 
Terms of the six appointive members are increased from ten to twelve years. 


/3. Open Market Operations—Creation of a federal open market committee of 12 members 
to supervise operations is largely a legalizing of an organization already set up. 


v Relations with Foreign Banks—The Federal Reserve S3oard is given special authority 


over relations with foreign central banks. 


/1 Franchise Tax—The franchise tax on Reserve Bank earnings is repealed. 


4 Postal Savings—tThe present law is amended to provide that deposits shall be for a 


period of not less than sixty days. 





July 1, 1933 and July 1, 1934. All 


member banks licensed since the 
national bank holiday would come 
under its provisions automatically 


while non-member state banks could 
participate in the fund upon a certifi- 
cate as to soundness by state banking 
authorities. The fund would be 
created by an assessment of one-half 
of 1 per cent on deposits of partici- 
pating banks, the federal treasury 
being obligated to advance funds to 
meet any obligations for which insuffi- 
cient money was available, subject to 
later reimbursement through special 
assessments upon the banks. 


As to the permanent insurance 


provisions both the Glass and Steagall 
bills set up a federal bank deposit 
insurance corporation. Under the 
Glass bill as passed by the Senate this 
corporation would commence to func- 
tion on July 1, 1934, while under the 
Steagall bill as passed by the House 
authority was given to the President 
to set it up but not later than one year 
after the enactment of the law. 


HE Glass bill would insure the 
deposits of all member banks and 
of all banks which have applied for 
membership in the Federal Reserve 
System whose applications have not 
been acted upon. Under the Steagall 
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CLEARING HOUSE 





bill non-member banks upon certifica- 
tion as to soundness by state authori- 
ties could come under the protection 
of the insurance fund. 

Management of the corporation 
under the Glass bill would be vested 
in a board of five directors consisting 
of the comptroller of the currency, a 
member of the Federal Reserve Board 
and three persons selected annually 
by the governors of the Federal 
Reserve banks. The Steagall bill 
provided for the appointment by the 
President of three persons in place of 
the representatives of Reserve banks. 

Under the conference agreement the 
board would consist of the comptroller 
of the currency and two members 
appointed by the President at salaries 
of $10,000 a year. 

Under both bills the insurance would 
apply on 100 per cent of the first 





Reserve 
ave not 
Steagall 





$10,000 of deposits, 75 per cent of the 
next $40,000 and 50 per cent of the 
amount in excess of $50,000. 


Somewhat larger resources were 


Underwood & Underwood 


SENATOR CARTER GLASS 


provided by the Steagall bill than by 
the Glass bill, owing to the greater 
number of banks that would be 
included and also because of the fact 
that there would be more complete 
liquidation of closed banks. Under the 
Glass bill the amount of insurance 
would be credited to accounts of 
depositors in a temporary banking 
unit pending efforts to organize a new 
bank or transfer the good assets to 
another institution. 


Bor bills would have the govern- 

ment subscribe $150,000,000 to the 
capital stock and both would take 
one-half of the surplus of Federal 
Reserve banks and assess deposits of 
participating banks. In addition to 
an initial capital of a little less than 
$500,000,000 the corporation would 
be authorized to issue three times the 
amount of the capital in debentures 
or bonds. 

The branch banking provisions of 
the Glass bill as passed by the Senate 





Seven 


were the same as in the bill as passed 
by the Senate last January after a 
fight against the proposal was compro- 
mised by approval of restrictions. 
National banks were permitted to 
maintain state-wide branch banking in 
such states as specifically authorize 
state banks to have branches. To 
establish branches outside the home 
city a national bank must have a 
capital of at leat $500,000. There are 
only nine states which specifically 
authorize branch banking. These are 
Arizona, California, Delaware, Mary- 
land, North Carolina, Rhode Island, 
South Carolina, Vermont and Virginia. 

Because of the overshadowing pres- 
ent importance of the bank deposit 
insurance question comprehensive pro- 
visions relating to control of specula- 
tive credit and a strengthening of the 
banking structure were almost lost 
sight of in the consideration of the 
legislation by Congress. 

Except for the bank deposit insur- 
ance plans and the branch banking 
sections the Glass and Steagall bills as 
passed by the Senate and House were 
virtually identical. 

Both bills were based upon the Glass 
bill as passed by the Senate of the last 
Congress in January. The House 
banking and currency committee 
accepted the bill as introduced by 
Representative Steagall without any 
public hearings. There was but little 
discussion on the floor of the House 
of any of the various features which 
were the product of the extensive 
studies of the Glass subcommittee of 
the Senate banking and currency 
committee during the past two years. 
These provisions, bearing on the 
speculative situation and on factors 
responsible for widespread failures of 
banks over a period of several years, 
occasioned much controversy when 
first offered in the Glass bill a year 
and a half ago. Because of the identical 
provisions of the two bills these sections 
caused no disputes when differences 
were adjusted in conference. 

In the opinion of the Glass sub- 
committee the underlying factor in 
the whole prepanic situation was an 
excessive use of bank credit. Accord- 
ingly many of the provisions of the bill 
are designed to restrict the use of bank 
credit for speculative purposes. An- 
other group of provisions deals with 
banking affiliates which are credited 
with playing a major part in the 
overdevelopment of security loans. 
Provisions to control group banking 
bear on the same situation. A number 
of provisions are designed to strengthen 
weaknesses responsible for the insol- 
vency of banks. Still other provisions 
have to do with the administration of 
the Federal Reserve System with 
particular respect to the duties of the 
Federal Reserve Board. 

In general the provisions relating 


REPRESENTATIVE HENRY B. STEAGALL 


to bank loans are intended to accom- 
plish these results: 

1. To control and limit brokers’ 
loans, particularly insofar as funds of 
the Federal Reserve banks are involved. 

2. To restrain the diversion of 
bank funds to an undue degree into 
direct loans upon securities whether to 
brokers or to others. 

3. To prevent, so far as legislation 
can, speculative market loans by cor- 
porations engaged in industrial or 
business enterprises. 

One section prohibits member banks 
from acting as the medium or the 
agent of any non-banking corporation, 
partnership, association, business trust 
or individual in making loans on the 
security of stocks, bonds and other 
investment securities to brokers or 
dealers in such securities. 

Broader powers are conferred upon 
the Federal Reserve Board and the 
Federal Reserve banks to deal with 
speculative loans. 

The board is authorized to fix from 
time to time the percentage of indi- 
vidual member bank capital and sur- 
plus which may be represented by loans 
secured by stock or bond collateral. 

Limitations are imposed upon 
advances by Federal Reserve banks to 
member banks on their fifteen-day 
promissory notes. It is provided that 
if, during the life of any such advance 
and despite an official warning of the 
Federal Reserve Bank or the Federal 


Reserve Board to 
the contrary, any 
member bank in- 
creases its out- 
standing loans to 
members of any 
organized stock 
exchange, invest- 
ment house, or 
dealer in securi- 
ties for the pur- 
pose of purchas- 
ing or carrying 
stocks, bonds or 
investment securi- 
ties other than 
government obli- 
gations the ad- 
vance to the mem- 
ber bank shall be 
immediately due 
and payable. The 
bank shall be in- 
eligible as a bor- 
rower on fifteen- 
day paper for 
such period as the 
board shall deter- 
mine. 

General restric- 
tions are placed 
upon the operat- 
ing policy of 
Federal Reserve 
banks with the 
intent to limit 
them to the extension of credit for 
ordinary business purposes and to 
make plain that their resources are not 
to be used to support speculation. 
The Federal Reserve Board is given 
power to oversee and direct such use 
of the resources of banks. 

One safeguard in connection with 
loans is a clause which will make it 
impossible for an executive officer to 
borrow from a member bank. If he 
borrows from a bank other than that 
with which he is connected a report 
must be made upon the transaction. 

A provision which is aimed at private 
banking companies makes it unlawful 
after a period of two years for any 
person or institution engaged prin- 
cipally in the issuance, underwriting or 
distribution of securities to receive 
deposits. The section also provides 
that it shall be unlawful for any 
person or institution, other than a 
banking institution or private banker 
subject to examination and regulation 
under state or federal law, to engage 
in the business of receiving deposits 
unless such person or institution shall 
submit to examination by the comp- 
troller of the currency or by Federal 
Reserve Bank officials and shall make 
and publish periodical reports of its 
condition. 

In dealing with affiliates the Glass 
subcommittee took the position that 
the growth of such institutions repre- 
sented a perversion of the national and 
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state banking laws and has resulted in | 


a dangerous use of the resources of 


bank depositors for the purpose of f 


making speculative profits. 


The intent of the affiliate provisions F 


is to separate as far as possible national 
and member banks from affiliates of 
all kinds, to limit the amount of 
advances or loans which can be 
obtained by affiliates from parent 
institutions with which they are con- 
nected and to install a satisfactory 
examination of affiliates, working 
simultaneously with the present system 
of examination applicable to parent 
banks. 


"THE bill as passed by the Senate in 

January provided for the separation 
of security affiliates after five years. 
As passed by the Senate on May 25 
the Glass bill allows only one year for 
separation. The Steagall bill as passed 
by the House two days earlier allowed 
two years. As finally passed, only 
one year is allowed. Both provided 
that after the specified period no 
member bank shall be affiliated “with 
any corporation, association, business 
trust, or similar organization engaged 
principally in the issue, flotation 
underwriting, public sale, or distribu- 
tion at wholesale or retail or through 
syndicate participation of stocks, 
bonds, debentures, notes or other 
securities.” A penalty of $1,000 per 
day is provided for violations. 

Limitations are imposed upon loans 
or extension of credit by member 
banks to their affiliates and also upon 
investments by member banks in 
securities of such affiliates. In general 
the maximum limit is 10 per cent of 
the capital stock and surplus of the 
member bank in the case of any one 
affiliate and 20 per cent of the capital 
stock and surplus in the case of all 
such affiliates. It is also required that 
each such loan or extension of credit 
be secured by collateral having a 
market value of at least 20 per cent more 
than the amount of the loan or at least 
10 per cent more than the amount of 
the loan if it is secured by obligations 
of any state or political subdivision. 

The limitations do not apply to 
loans or extensions of credit secured 
by obligations of the United States, 
the federal intermediate credit banks, 
the federal land banks or by papet 
eligible for rediscount or purchase by 
Federal Reserve banks. 

There are provisions for reports of 
condition and examination of all types 
of affiliates of national and_ state 
member banks. 

Group banking, which consists 0! 
control of a group of banks by a hold- 
ing company organized under state 
law, was held by the Glass subcom- 
mittee to be closely allied in many 
points of similarity with the affiliate 
system. While Congress has no direct 


(Continued on page 24) 
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Repeal of the 
(SoLp CLAUSE 


S an outgrowth of the situation 
A arising from abandonment of the 
gold standard the gold clause in 
all outstanding obligations, public and 
private, has been abrogated and its 
use in future bonds and contracts 
prohibited. 
Legislation to this 


payable in gold or in a specific coin or 
currency, may be discharged, dollar for 
dollar, in legal tender. Inclusion of a 
clause for payment of future obliga- 
tions, public or private, in gold or in a 
specific coin or currency is prohibited. 


Nine 


in long term securities. So long as the 
financing needs of the Treasury were 
met in ninety-day Treasury bills it 
was unnecessary to include a gold 
clause. Longer financing presented 
another problem. Under the second 

Liberty bond act, which 





end was enacted by 
Congress upon the rec- 
ommendation of the 
Roosevelt administra- 
tion. It is intended as 
a permanent policy. In- 
asmuch as the gold 
clause has to do with 
the payment of bonds 
or contracts and has no 
bearing on the redemp- 
tion of currency in gold 
the action does not pre- 
clude or retard a return 
to the gold standard. 
The gold standard act 
of 1900 which defines 
the gold content of the 
dollar and directs the 
Secretary of the Treas- 
ury to maintain all cur- 
rency at a parity with 
the gold dollar remains 
on the statute books 
although redemption in 
specie and a free move- 
ment of gold are sus- 
pended by administra- 
tive action under 
authority of the emer- 
gency banking act. 
The resolution as 
introduced at the re- 
quest of Treasury of- 








)} GOLD VOTE OF TUE CALLED STATES & .. Sex 


contains authority to 
issue obligations of 
various kinds, bonds, 
notes and certificates 
must be payable in gold. 
Obviously it would be 
an anomalous situation 
if the Treasury were to 
incorporate a promise 
to pay in gold in new 
securities at a time 
when payment of any 
obligations in gold is 
made impossible under 
regulations enforced by 
the Treasury. 


JF the legislation had 

applied only to the 
future or to the present 
emergency there would 
have been little if any 
opposition. Republican 
leaders in Congress, as 
well as such an out- 
standing Democrat as 
Senator Carter Glass of 
Virginia, who declined 
an offer to be President 
Roosevelt’s Secretary 
of the Treasury, vigor- 
ously opposed what 
they termed a repudi- 
ation of obligations 
entered into heretofore. 








ficials by Representa- 
tive Henry B. Steagall 
of Alabama, chairman 
of the House committee 
on banking and cur- 
rency, and Senator 
Duncan Fletcher of Florida, chairman 
of the Senate committee on banking 
and currency, accomplishes three pur- 
poses, as follows: 

1. It declares that the clauses in 
public and private obligations stating 
that they are payable in gold or a 
specific coin or currency are contrary 
to public policy. 

2. It provides that obligations, 
public and private, expressed to be 


tender for all debts, public and private. 


The bill calling for repeal of the gold clause, as illustrated in the treasury note above, 
is drawn to clarify a provision of the Thomas inflation amendment to the farm 
act stipulating that all coins and currencies issued by the United States shall be legal 
The bill has no bearing on the redemption 
of currency in gold and does not preclude or retard a return to the gold standard 


3. It clarifies a provision of the 
Thomas inflation amendment to the 
farm act which stipulated that all 
coins and currencies issued by the 
United States shall be legal tender for 
all debts, public and private. 

The immediate urgency for the 
enactment of the legislation was the 
approaching maturity of a consider- 
able volume of government obligations 
which the Treasury wished to refinance 


They held the act to be 
one of bad faith. 

On behalf of the 
Treasury it was 
asserted that there can 
be no substantial ques- 
tion as to the constitutional power of 
Congress to make the legislation 
applicable to all obligations, public 
and private, both past and future. 
The power of Congress to issue a 
currency and determine the value 
thereof and to provide for the borrow- 
ing of funds by the government was 
held to be express and undoubted. 
Recent decisions by a British court 
and by the Supreme Court of New 


(Continued on page 26) 


The Industrial Recovery Act 
Operates Along Two Fronts 


In the industrial recovery act Congress has climaxed 
an eventful session marked by measures designed to restore 
economic equilibrium. 

Experimentation along two lines is provided in this 
single epoch-making bill. It inaugurates what President 
Roosevelt has described as a partnership between industry 
and government. Industry, through trade associations is 
given authority, subject to governmental supervision, to 
make agreements involving wages, hours of labor, prices 
and production. The second line of experimentation is 
provided by authorization for a $3,300,000,000 public 
works program to be financed by bond issues. 

A year ago Congress would have rejected without even 
serious consideration such a far-reaching and revolutionary 
plan as that involving control of industry. In the present 
circumstances it was accepted as part of the program 
involving the vesting of powers equal to those of wartime 
in the President as a means of overcoming the most severe 
depression in history. 

The industrial recovery act unquestionably is of 
profound significance as affecting fundamental theories of 
government. ‘Taken in conjunction with the farm act 
which provides for control over agriculture and processors 
of farm products and the railroad bill setting up a co- 
ordinator over the roads it raises the question as to whether 
the end of individualism is at hand in American life. 


Representative James W. Wadsworth of New York, 
former senator and a Republican often discussed as a 
presidential possibility, expressed what many were think- 
ing during the debate on the bill in the House of Repre- 
sentatives. 


“I cannot help but believe that this means the end 
of real liberty and the substitution of bureaucracy —the 
hard, heavy, cold hand of bureaucracy —upon the daily 
lives of millions and millions of Americans,”’ said Mr. 
Wadsworth. “If this shall be the policy adopted here, and 
continued hereafter, then, indeed, I am sorry for my sons 
and their sons, for they and their contemporaries will have 
to live in a country whose people shall be regimented, 
controlled, guided, and, finally, compelled to adopt what- 
ever methods of life government imposes upon them.” 


The industrial recovery bill is to remain in effect for 
two years under its terms. There is little question, how- 


ever, but that if it proves at all successful it will be con- 
sidered undesirable to discontinue its operation too 
suddenly. 

A remarkable feature of the consideration of the 
legislation was the manner in which all elements affected 
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ean tle” 





united in approval of the general principles involved 
although not in complete accord as to detailed provisions. 
Industry obtains through the legislation a relaxation of 
anti-trust laws which it has long sought while organized 
labor obtains a new lever with which to exert its influence. 


Five Billions in New Money 
for Federal Operations 


While, through economies and new revenue raising 
schemes, the Federal budget will be brought into approxi- 
mate balance, the problem of financing the operations of 
the government has become greater than when only 
Treasury deficits were involved. 

Approximately $5,200,000,000 in new money must 
be raised by borrowing during the next two years under the 
administration program. This includes $3,300,000,000 for 
public works under the industrial recovery act and about 
$1,900,000,000 to be handled as a public debt operation 
through the Reconstruction Finance Corporation. Neither 
of these items appears in the budget or has any bearing on 
Treasury deficits. 

The Thomas inflation amendment to the farm act 
figures in the picture. Extensive open market operations 
have been commenced through the Federal Reserve banks 
by which the financing operations of the government will 
be facilitated. The administration is moving carefully in 
the direction of inflation but hopes to call a halt at the 
proper moment in order not to go beyond what is termed 
reflation. 

The $5,200,000,000 of new financing is only a part of 
the operations which must be conducted by the Treasury. 
Short term Treasury bills and certificates maturing 
between July 1 and December 31 total about $2,000,000,- 
000. At such time as market conditions are favorable 
there are $8,200,000,000 of Fourth Liberty loan bonds 
bearing 44% per cent interest, callable this year, which 
should be refinanced at a lower rate of interest as well as 
$1,900,000,000 of First Liberty Loan bonds with interest 
rates ranging from 31% to 44% per cent. 


Administration of Farm Relief 
Recalls Wartime Control 


Wartime conferences over methods of control of basic 
commodities are recalled as delegations appear before 
officials of the agricultural adjustment administration of 
the Department of Agriculture in the preliminary stages 
of the development of policies under the new farm act. 


With George N. Peek of Moline, Ill., former agricul- 
tural implement manufacturer and member of the War 
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Industries Board, as chief administrator, and Charles J. 
Brand, executive secretary of the National Fertilizer 
Association and former chief of the bureau of markets, as 
co-administrator, consideration has been given to methods 
of elevating prices. 


The organized wheat producers have asked that the 


domestic allotment plan be applied to wheat with initial 


payments to farmers not later than July 15 and application 


) of a processing tax to finance them effective August 1. 
' Under a ruling by the State Department a processing tax 


which happens to apply to imports will not be in violation 


' of the tariff truce entered into in connection with the world 
/ economic conference. 


What can be accomplished under marketing agree- 
ments authorized by the farm act is illustrated by an 
agreement dealing with the Chicago milk situation which 
was the first on which hearings were held. It fixed prices 
at which milk should be sold by “‘contracting producers,” 
and purchased by “contracting distributors,’ and at 
which it should be resold at wholesale and retail. It 
proposed a marketing plan to be binding upon producers 
and distributors. It provided for control of production 
and for maintenance of uniform accounting systems. 


The Bill for Refinancing 
Home Mortgages 


The administration bill creating a home loan owners’ 
corporation to refinance home mortgages through an 
exchange for government bonds encountered more 
obstacles than most of the measures sponsored by President 
Roosevelt during the special session of Congress. Admin- 
istration officials came to realize that the home mortgage 
was not so simple as had been supposed by some who 
criticized the home loan banking act of the Hoover regime. 


With a $2,000,000,000 bond issue authorized for the 
refinancing of homes through this corporation the talk of 
abolishing the home loan banks has subsided. 


A statement by the home loan bank board shows that 
as of May 20 a total of 1,154 home-financing institutions 
had been approved for membership in this system set up 
last summer. These institutions have subscribed to 
$10,755,900 of stock in the home loan banks which is much 
less than was hoped for. They have borrowed a total of 
$36,517,255 for home financing purposes. An additional 
$10,511,708 of loans has been authorized. 


Thus far the home loan banks have not even called for 
the entire $125,000,000 which the Treasury was authorized 
to subscribe for capital stock through the Reconstruction 
Finance Corporation. It has been unnecessary to sell any 
debentures. 


An Elaborate System of 
Farm Credit Agencies 


While the federal farm board, whose ill-fated stabiliza- 
tion ventures were associated with the Hoover administra- 
tion in the public mind, has passed into history new credit 
agencies have taken its place. 

The farm credit administration, which is the merger 
of the farm board, the farm loan board, production credit 
agencies under the Secretary of Agriculture and agricul- 
tural credit corporations under the Reconstruction Finance 
Corporation, came into existence officially on May 27 
under President Roosevelt’s executive order issued 60 
days previously. 

Under supplemental legislation sponsored by the 
administration an elaborate farm credit structure is set up. 
In place of the farm board is a central bank and twelve 


Eleven 


regional banks for co-operatives. What is left of the farm 
board’s $500,000,000 revolving fund forms the basis for 
marketing credits through these banks. 


Taking the place of crop production loans to individual 
farmers through the Secretary of Agriculture twelve 
production credit corporations are created. As in the case 
of the banks for co-operatives there is one of these institu- 
tions for each federal land bank district, the directors of 
the land banks forming a connecting link between the 
different types of credit agencies. There is a revolving 
fund of $120,000,000 for the production credit corporations 
of which $80,000,000 is from unexpended balances of the 
fund which was furnished the Secretary of Agriculture 
through the Reconstruction Finance Corporation. The 
production credit corporations will not lend direct to 
farmers but will finance, and supervise local production 
credit associations. These local associations also can 
borrow from intermediate credit banks which like the land 
banks (both of which were under the old farm loan board) 
continue in existence. 


Refinancing of farm mortgages comes under the land 
banks which are authorized to issue $2,000,000,000 of 
bonds for the purpose. 

Under the co-ordinated system of farm credit agencies 
the production credit corporations, the central and regional 
banks for co-operatives, the intermediate credit banks and 
the federal land banks all come under the jurisdiction of 
Henry Morgenthau, Jr., governor of the farm credit 
administration. 


Waiting Word From London 
and Geneva 


Administration officials were hopeful but none too 
confident of early and favorable results from the world 
economic conference when the American delegation sailed 
for London. The hope was that the conference could be 
wound up within a period of eight weeks but this seemed 
unlikely. 

Meanwhile the disarmament conference at Geneva, 
at which President Roosevelt sought to achieve important 
agreements in advance of the London meeting, was again 
in the doldrums with no immediate prospects of a termina- 
tion. 


The American delegation to the London conference 
is made up of men who have been better known in domestic 
affairs than in those of an international character. Secre- 
tary of State Cordell Hull, chairman of the delegation, 
has had long experience with tariffs but up to the time of 
his appointment in the Roosevelt administration had not 
been otherwise identified with foreign affairs. 


Senator Key Pittman of Nevada became chairman of 
the Senate foreign relations committee at the beginning 
of the present session of Congress... He has been known 
in Congress chiefly as a silver advocate. He urges an 
increased use of silver in monetary systems in the world 
conference. 


Senator James Couzens of Michigan, Republican, who 
accepted appointment on the delegation the day before 
the sailing date, has had little to do with international 
questions. Representative Sam D. McReynolds of 
Tennessee, also on the delegation, has been in Congress 
for more than a decade but only recently became chairman 
of the House Foreign affairs committee. 


Neither former Governor James M. Cox of Ohio, the 
Democratic presidential nominee and running mate of 
Franklin D. Roosevelt in 1920, nor Ralph W. Morrison 
of San Antonio, Texas, a retired banker and expert on 
cotton problems, have been widely known in connection 
with foreign matters. 





Twelve 


by 
HENRY F. WOODS, Jr. 


ERHAPS some day a student of 
7 coxemain will attempt to put 

down on paper as his contribution 
to posterity a history of the adminis- 
tration of bankruptcies in this country. 
In the course of his work, he will come 
upon the report of the Special Com- 
mittee on Bankruptcy of the Mer- 
chants Association of New York. He 
will find that much attention was paid 
in this document to the subject of 
appointing so-called paid receivers. 
He will note that the committee 
indicated its dissatisfaction with many 
phases of the bankruptcy law. Finally, 
his investigations will lead this econo- 
mist-writer down to that day in 
January, 1929, when the Irving Trust 
Company of New York received its 
first appointment as Receiver in 
Bankruptcy from the Federal Court 
for the Southern District of New York 
and thus initiated what has since be- 
come known unofficially as the “‘trust 
company experiment.” 

Today this same company is the 
standing receiver in bankruptcy for 
this same district. It has since handled 
thousands of bankruptcies. It has 
had its baptism of fire, having been 
subjected to criticism from various 
angles. But, in the parlance of the 
day, “it has done the job.” Its work 
has been productive of good and what 
it has accomplished stands out as an 
honest effort to perform a beneficial 
business effort in a most difficult field. 

The proof of this statement lies in 
the report of William J. Donovan, 
counsel to a Joint Committee of the 
Bar of the City of New York, the New 
York County Lawyers’ Association 
and the Bronx County Bar Association. 
This body in 1929 and 1930 investi- 
gated the trust company experiment 
and Mr. Donovan’s report said: 

“The trust company experiment in 
this district has so far been successful. 
Efficient, skillful and responsible ad- 
ministration has been secured to an 
extent never before realized.” 

If more proof were needed, 
statistics tell their own story. They 
show that from September of last 
year, the Irving Trust Company han- 
dled a total of 6,603 appointments. 
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Trust Company’s 


notable work as standing receiver 
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Election of Trustee 


Receiver's Final Filed 
Order of Distribution 
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The receiver must perform twenty-five separate operations 


From January 16, 1929, to September 
30, 1932, it concluded 1,680 cases 
and realized from these cases a total 
of $5,734,822.94, in which unsecured 
claims proved and allowed totaled more 
than forty million dollars. For these 


and 
an 


cases its commission as receiver 
trustee totaled $192,963.22, or 
average of only $114.86 per case. 

In returning dividends to creditors 
the trust company exceeded the ratio 
of dividends paid by others. In 
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voluntary proceedings, 
the average percentage 
in the proceedings con- 


ASSETS INQUIRY 
(Page 1) 


This copy is sent to Attorney 


based on sound thought 
and a consciousness of 





Mr. 
For his infor:ation in connection with 21.4 








cluded by the trust com- 


the trust company’s 


























ASSETS INQUIRY This copy is sent to the Accounting duty to itself, as well as 
pany as receiver and/or (Page 1) Eaeminers. for their information. its public duty in the 
trustee was 4.39; by ASSETS INQUIRY REPRESENTATIVE'S COPY OPERATION premises. After all, it 
others 4.09. In invol- ———{Bege 1) Ho. 3 was a stockholder- 
untary proceedings, the Interview with Date owned institution which 
trust company returned In matter of By had no right to assume 

)7 : again unprofitable or losin 
10.67 per cent, against oe  AoTION TAKEN TORARD masa p g 


10.35 per cent. 


POSSESSION, etc. 


operations. At the same 





Of 9,168 cases con- 
cluded in the fiscal 
years from 1929 to 1933 


i. Have you any other locations, stores, 
or branches? 


time, it did see here an 
opportunity for public 
good, a chance to “‘im- 





(up to September 30, 
1932) the amount paid 
to general creditors 
totaled $216,465,261.96 


2. Have you any assets in public or 
private warehouse? 


prove conditions in the 
field of bankruptcy 
administration in New 





on unsecured proved B. 
claims and $18,392,- 
136.09 on unsecured 
claims. In cases con- 
cluded otherwise than 


State emounts or items in banks, safe 
deposit, etc. 


Neme banks, etc. 


York City,” as it sub- 
sequently informed the 
court. It believed that 
the problem was one 
with wide social implica- 





by the trust company, fe 
the amount paid on 
unsecured claims 
totaled $15,161,626,76, 


List offsets to amounts in banks, etc. 


tions and that it had 
become an important 
national economic fac- 
tor. In view of the fact 
that it “was a matter 





or 47 per cent of the 
net amount realized. ” 
The amount paid on * 
unsecured claims by the 4 








» When will you furnish schedules? 

+ List of creditors? 

Do you consent to adjudication ? 

« Bo you consent to sale? 

. Who was authorized to receipt bills? 


of public interest to 
undertake the assign- 
ment” the trust com- 
pany decided to accept 








trust company totaled ai cick 


Head of Group Date 





$3,230,509.33, or 56.331 


the appointment. 





Once the decision was 





per cent of the net 
amount realized. 
In other words, of | 
net 
cents 


every dollar of 
more went to the credi- 


Instruction: 








Note: 


R.-F. 103 





This report in triplicate. 


vefore approving final reports. 
to Attorney for his information in making 21-A examination. 
Attorney with his notation as report on results of 21-A examination. 
Seheduler’s desk to accounting examiners to consider in making their report. 


If space is insufficient, star the question end write on back of sheet. 


Original noted by Head of Group and then retained by 
Representative until case is closed, so that he may note recovery of assets listed, and check 
One copy goes over Scheduler's desk for docketing,. and thence 
This should be returned by the 

The third copy goes over 


made and the appoint- 
ment was affirmed, 
action became the order 
of the day. The trust 
company experiment 
began in earnest. The 








realization, 9.3 

tors on the cases con- 
cluded by the trust 
company than in the 
other cases. Carrying this figure out, it 
is apparent that if, in the proceedings 
otherwise than by the trust company, 
the same percentage out of the net 
amount realized had been paid to 
general creditors it would have made 
available the additional and | quite 
sizable amount of $2,998,380.35. 

Such are the bare facts in view of 
which no additional proofs of the 
success of this so-called experiment 
would seem necessary. There is every 
evidence in these figures alone that 
bankruptcies can be administered suc- 
cessfully by a bank or trust company. 
Reading these facts, the average 
banker will ask: How did they do it? 
What was the secret of their success? 
Is it a profitable business? Can any 
bank enter this field with assurances of 
success? How does the Irving handle 
bankruptcies? 

Let us see just how the Irving went 
into this business. It admitted in its 
report to the court under date of 
November 30th last that it entered 
into its work with both eyes wide open. 
It was thoroughly familiar in a general 
way with bankruptcy conditions in 
the New York district. Its investiga- 
tions revealed that the administration 


One of the first steps in insolvency administration is the marshaling of assets 


of insolvencies in this section had been 
in bad repute with New York’s lawyers 
and business men on numerous scores. 
It was fully aware of the fact that the 
New York City Bar Association’s 
special committee on bankruptcy had 
found that there was a “cynical belief 
in New York City that a large pro- 
portion of bankruptcy proceedings 
are tainted at some point with dis- 
honesty and that the bankrupt situ- 
ation is frequently perverted through 
being used as the tool of unscrupulous 
debtors instead of a legitimate refuge 
for honest men.” 


FURTHERMORE, trust company 

officials knew that there was suffi- 
cient ground to doubt whether the work 
could be made profitable because of 
the limited compensations allowed by 
the bankruptcy law. Moreover, it was 
not unaware of the fact that it would 
have to handle a large number of small- 
asset and no-asset cases and perform 
various services which are necessary 
for effective administration in even the 
smallest asset proceedings. 

Whether to undertake the work of 
receivership constituted a_ difficult 
question which called for a decision 


first thing the company 
did was to organize a 
separate MReceivership 
Division, which today is a classic 
example of organization efficiency. It 
is cohesive. It indicates much fore- 
thought and planning. It is one of 
those jobs of organization designed to 
function with extreme smoothness, 
which actually functions that way. 
The Irving’s Receivership Division 
was not built up overnight. It was 
carefully planned, thoughtfully con- 
ceived. It was constructed to function 
with genuine business efficiency. The 
bank’s officials knew that beyond all 
else bankruptcy work required a self- 
contained and a self-sufficient unit 
whose members were to devote all 
their time to the work of the division 
in connection with the administration 
of estates. Nothing was left to chance 
in the formation of this organization. 
No step was left undone. No short- 
cuts were attempted. The division was 
intelligently staffed and ready to 
function as a fair, honest and eco- 
nomical administrator of insolvencies. 
The first thing that was done was 
to place in charge of the division Paul 
E. Mead, a man who has had upwards 
of a quarter of a century’s experience 
as a practicing attorney. He was 
vice-president and resident counsel of 
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the bank. As Estates Administration 
Supervisor, he picked a man of wide 
experience in large scale reorganiza- 
tion and liquidation work. An ac- 
countant executive was named as 
Co-ordinator of Services to Estates. 


HEN came formation of the admin- 
istrative section, headed by men 
designated as Receiver’s Representa- 
tives, who perform 
the direct administra- 


inventories, appraisals and sales, as 
well as of accounting, auditing and the 
important job of controlling the prog- 
ress of the entire administration. 
Between the time the receiver is 
appointed and the day he submits his 
final accounting and report and re- 
ceives his discharge, the administration 
of the insolvency involves a number of 
intermediate steps, many of them 
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of the steps which are found to be 
necessary. 

Broadly speaking, the trust com- 
pany learned that the steps which 
must customarily be taken in insol- 
vency administration may be grouped 
under the following four general head- 
ings: 

1. Marshaling of assets and organ- 
ization of administration; 

2. Operation of 
business; 





tive work for the 
respective estates. 
The Receiver’s 
Representatives are 
divided into four 
groups, each of which 
consists of a group 
head, a Receiver’s 
Representative, as- 
sistants, auditors, 
secretaries and clerks. 

The group heads 
supervise the activi- 
ties of their associates 
in the group in the 
administration of the 
estates handled by 
them, consult with 
them on policies and 
decisions and advise 
in turn, whenever 
deemed necessary, 
with the appropriate 
member or members 
of the executive sec- 
tion. 

Each group head 
handles a specific 
type of work. Thus, 
to one group head 
falls equity receiver- 
ships, chain stores, 
stock brokers, con- 
tinued businesses and 
large liquidations. 
Another handles tex- 
tiles, millinery, 
apparels, furs, print- 
ing, etc. Still another 
takes care of drugs, 


TELEPHONE 
REcTor 2-2800 





IRVING TRUST COMPANY 


RECEIVERSHIP DIVISION 
WooLWORTH BUILDING 
NEw YorK 


Re: 


Dear Sirs:- 


Enclosed is a certified copy of the Court Order appointing 
the Irving Trust Company Recsiver in the above-entitled 


matter. 


We understand that you have a checking or savings account 
Will you kindly send us a check for tho bal- 
ance in that account, payable to our order “As Receiver", 
and a statement and any cancelled vouchers which you may 


in this neme. 


have in your possession? 


Kindly advise us whether or not you have a safe deposit box 


or any other property belonging to this estate. 


Please state also whether or not this depositor is indebted 
to you, and if so, whether the debt was incurred by direct 
endorsement, by discount of obligations of others, or other- 


wise es the case may be. 


Very truly yours, 


IRVING TRUST COMPANY, Receiver 


By: 


Enc. 


R. 


F, 160 
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3. Disposal of 
assets; 

4. Conclusions of 
receivership. 

The administration 
of a bankruptcy is 
replete with details 
of various kinds. All 
these details must be 
handled efficiently. 
Many of them recur 
in all proceedings and 
the trust company 
found that _ those 
steps which do recur 
“should be watched 
for in every proceed- 
ing and a ready, eco- 
nomical machinery 
should be made 
available for taking 
such of them as are 
found necessary.” 

Here again the 
story of the trust 
company leads us 
back to the focal 
point around which 
the success of this 
novel experiment 
may properly be said 
to revolve, i. e., 
organization. The or- 
ganization serves to 
make for speed in 
getting the actual 
administration under 
way. Speed in the 
initial stages of these 
proceedings is deci- 


IN REPLY 








metals, furniture, 
jewelry and_ shoes; 
and a fourth has 
charge of novelties, leather goods, 
miscellaneous and no-asset cases. 

The organization has been so effected 
that each estate in administration has 
in continuous direct charge of its 
affairs a Receiver’s Representative, 
plus the time and attention of the 
group head and the executive section 
of the entire division. This permits 
the co-operative action of several 
persons within the division to settle 
matters of more than ordinary routine. 

The work of the administrative 
section and a Section of Co-operative 
Services is admirably dovetailed. 
These so-called co-operative sections 
take care of such important details as 
insurance, the custody of securities, 


A formal notice of appointment is sent to all banks and safe deposit companies 


replete with detail. The nature of 
these steps depends on the character 
of the particular proceeding involved. 
Certain fundamental steps in this 
period are susceptible of classification. 
In its report the trust company pointed 
out that it proved a system which 
accomplishes with respect to all re- 
ceiverships three objectives: 
(a)—Assures immediate and _ thor- 
ough check as to which steps will be 
necessary in that proceeding. 
(b)—Provides, in advance, ma- 
chinery for taking forthwith or succes- 
sively, as the case may be, all the 
steps which are necessary. 
(c)—Assures continuing check and 
follow-up with respect to the taking 


sively important. 
This speed can be ob- 
tained only through 
an organization so constituted and so 
set up that the work can be carried on 
continuously by men “each of whom 
knows exactly what he is after and 
all of whom are able to co-operate 
smoothly in getting the work done.” 


RGANIZATION, too, has served 

to avoid delays in the _ han- 
dling of proceedings through their 
numerous intermediary steps to their 
termination. Under the direction of 
trained men who are part of a trained 
and well lubricated organization, a 
bankruptcy administration can move 
forward with orderly progress through 
its numerous simultaneous and suc- 
cessive steps. But, these men must be 


(Continued on page 22) 
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Underwood P Palneed 
by 
JOHN J. ANTON, 


Vice-president, First National Bank 
of Chicago 


which owes no borrowed money is 

faced with the same problem. 
Cash piles up, and there is nothing 
profitable to do with it. This is by no 
means exclusively a problem of the 
big city banks. We hear it dozens of 
times a day from our correspondents 
in every size of town, all over the 
country. 

They all tell the same story: ““What 
we want is some good self-liquidating 
commercial or industrial loans. But 
the customer to whom we could safely 
loan has all the money he needs, and 
the fellow who needs to borrow cannot 
present a record that entitles us to 
loan him. So we put our money in 
short-term governments at about 4% 
of 1 per cent.” 

As an encouraging fact, this situ- 
ation is changing right now, and if 
current trends continue we may reason- 
ably expect profitable outlets for a 
fair portion of our excess cash. And 
Within three or four months, by 
present indications, good old-fashioned 
commercial borrowing based on quick- 
turning inventories or seasonal bulges 
in accounts receivable will be with us 
again in profitable volume. 

Certainly the time is past when 
bankers need to keep all the emphasis 
on liquidity and still more liquidity. 
Before the moratorium, we all had to 


Pcie cme every sound bank 


Sounp Loans 


stress liquidity at the expense of earn- 
ings in order to provide against the 
panic that was impending. We never 
knew, in any bank from the largest to 
the smallest, when a disproportionate 
number of depositors were going to 
demand their funds in cash. This 
passed the crisis with the national 
moratorium. By the time the banks 
had reopened, panic was allayed and 
comparative tranquility restored. 
People accepted the soundness of those 
banks permitted to reopen. 

As this is written, the Glass-Steagall 
Bill, with its provision for a Federal 
Bank Deposit Insurance Corporation 
and the consequent guaranty of bank 
deposits, seems almost sure to become 
law, however much this aspect of the 
bill may be opposed by most of us. 
Whatever other and eventual effects 
may arise from federal guaranty of 
bank deposits, the most obvious and 
immediate result wiil be the complete 
assurance of the public in the safety 
of bank deposits. Any trace of doubt 
or suspicion which lingers in the minds 
of customers must by this law be dis- 
pelled. And from 
this distance it 
surely looks as if 
the nation’s banks 
will, at least by the 
time the deposit 
insurance corpora- 
tion begins to func- 
tion next year, have 
nothing more to 
fear from public 
instability and can 
resume operations 
on the old accepted 
percentages which 
meant an entirely 
safe and satisfac- 
torily liquid insti- 
tution. In fact, a 
good many bankers 
believe that this 
time has already 
arrived independ- 
ently of the bank 
deposit guaranty 
project. 

What of the 
quality of loans 
available? What 
good does it do a 
bank to be able to 
relax its liquidity if 


there is nothing to do with the money 
thus released? How strict does a bank 
need to be in measuring the quality of 
loans today? 

In the first place, there is noticeable 
a groundswell of movement which is 
bringing back into the banks the top 
quality industrial and commercial bor- 
rowers. As yet they have appeared in 
only small numbers and their volume 
of borrowings is light. But the 
significant point is that they are back 
at all. Six months ago, it looked from 
the then current indications as if these 
customers would never again be asking 
for loans. With prices, sales, margins, 
and everything else going downward 
as they then were, there was no 
reason except a general faith to make 
any banker believe he would ever 
again have any good loan prospects. 

Today the trend has reversed itself. 
Prices have gone upward, and with 
inflation definitely started they should 
continue to rise. Quite aside from the 
psychological effects of rising prices, 
consider their most direct effects. 
With corn at 15 cents, a manufacturer 


(Continued on page 28) 
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Ewing Galloway 


‘Tus unusual snapshot of the Bank of 
the Manhattan Company was taken 
from the sidewalk in front of the build- 
ing. Located at Number 40 Wall Street, 
the building is the tallest in the finan- 
cial district. It is seventy stories high. 


One of the new three-mile-a-minute 
passenger-cargo transport planes which 
are inaugurating a 434-hour service 
between Chicago and New York and a 
19\4-hour schedule from Pacific to 
Atlantic. Planes of this type carry ten 
passengers, a half ton of mail and 
express and a crew of three at a speed 
of three miles a minute. 
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An outstanding banker and attorney, 
Eugene R. Black, former governor of 
the Federal Reserve Bank at Atlanta, 
is now governor of the Federal Reserve 
Board at Washington. 

Mr. Black graduated from _ the 
University of Georgia in 1894, attended 
the Atlanta Law School, and was 
admitted to the bar in 1896. In 1923 
he was elected to the presidency of the 
Atlanta Trust Company, a position he 
held until 1928 when he was chosen 
governor of the Federal Reserve Bank. 

In his new post, he will play a leading 
role in the federal expansion program. 





International 





International 


Proressor O. M. W. Spracue at his 
desk in the Treasury Building as he 
assumes his new duties as adviser to 
President Roosevelt and his adminis- 
tration on money and banking. 

Formerly a professor of economics 
at Harvard University, Professor 
Sprague was serving as adviser to the 
Bank of England when called to 
Washington. As executive assistant 
to Secretary of the Treasury Woodin, 
he will devote his attention to the 
country’s money policy. 
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International 


Rupotpu S. Hecut, one of the coun- 
try’s outstanding bankers, is chairman 
of the board of the New Hibernia 
National Bank of New Orleans. Mr. 
Hecht began his banking career in 
Chicago, going from there to the 
Hibernia Bank & Trust Company at 
New Orleans where, after several 
promotions, he became president at 
the age of thirty-three. 

Mr. Hecht is a past president of the 
American Institute of Banking, is 


second vice-president of the American 
Bankers Association, and is director 
of the New Orleans branch of the 
Federal Reserve Bank of Atlanta. 






Underwood & U 


James F. T. O’Connor of Los Angeles 
in the Treasury Building, Washington, 
after taking oath as the new comp- 
troller of the currency. 

Mr. O’Connor has had a distin- 
guished career as a lawyer. He was 
graduated from the University of 
North Dakota in 1907, going from 
there to Yale, was a star member of the 
Yale debating team, was admitted to 
the North Dakota bar in 1908, and 
began the practice of law in his home 
town of Grand Forks. He was a 
member of the House of Representa- 
tives from 1915 to 1917, a candidate 
for governor of North Dakota in 1920 
and a candidate for the United States 
Senate in 1922. 

He moved to Los Angeles in 1925 
and in the same year became a member 
of the law firm of McAdoo, Neblett, 
O’Connor and Clagett, of Los Angeles, 
remaining with the firm until 1930. 
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F. 8. Lincoln 


Tus is the attractive new home of 
the Brevoort Savings Bank, Brooklyn, 
New York, distinguished for the sim- 
plicity of its architectural design. 
Directors voted construction of the 
new building at a time when it took 
courage to go ahead but when prices 
for materials, labor, and real estate 
were at their lowest. 


This currency (part of issues 

totalling *241,552,780. authorized 

by the Continental Congress) 

\ Financed the Revolution... our 

$ tia eee kN Nation's first Liberty Bonds 
m it : , 


Tue Seamen’s Bank for Savings, New 
York, is displaying the first of a series 
of framed exhibits of ‘““Money of the 
Ages” in its windows. The first 
exhibit shows a complete collection of 
specimens of Continental bills, issued 
by Continental Congress from 1775 to 
1781, to finance the Revolution and 
establish the federal government. 

The exhibits in the series are from 
the collection of the late David 
Proskey, nationally known numis- 


nderwood Matist, and are assembled by his son, 





H. H. Proskey, a New York advertis- 
ing executive. 

Subsequent exhibits at the Seamen’s 
Bank for Savings will consist of 
ancient ring, bracelet and_ staple 
money; commodity money; curiously- 
shaped money of the Orient; silver of 
the ancient Mediterranean, glass 
money of the Arabs, stamp money, 
currency of old New York, silver 
dollars of the United States of America, 
first bronzes of the twelve great 
Caesars and others. 








Eighteen 


THE BURROUGHS 


Railroad Equipment Trusts 
Merit Confidence 


HILE constructive legislation 

and the beginnings of business 

revival are encouraging signs 
in the railroad outlook, investors are 
not unmindful of the possibility of 
further receiverships and reorganiza- 
tions pending the time the curative 
process is well under way. Rail 
securities of special category such as 
equipment trust obligations are being 
scrutinized carefully at the present 
time. The equipment trust note must 
come in for particular attention, not 
only because of its unique position in 
the railroad financial set-up, but also 
because of the almost unprecedented 
set of circumstances that have been 
brought to bear on its investment 
status. 

At the outset it will be remembered 
that equipment trust obligations as a 
class have come through past railroad 
crises with flying colors. The major 
receiverships which cropped up peri- 
odically over a period of fifty years 
prior to the present economic disturb- 
ance brought with them very little 
actual and permanent loss to holders 
of this type of security. Temporarily 
delayed payments or payment in new 
securities was not uncommon, but 
there were at least an equal number of 
instances where disbursements were 
made regularly just as though the 
company had remained continuously 
on a solvent basis. Resort to seizure 
and sale of the equipment was ex- 
tremely rare. 

With this salutary background there- 
fore, the equipment trust certificate 
entered the present depression along 
with senior railroad bonds as a favored 
type of security for institutional hold- 


: 
’ 
: 


The statistical position of rolling stock 
has lately recorded an improvement 


by 


DR. GAINES T. CARTINHOUR 


New York University 


and 


M. WYMAN NANCE, 


Railroad Securities Analyst, Standard Statistics Company 


ing. Strong qualifying features for 
legal investment were combined with 
the convenience of annual and semi- 
annual serial maturities. There 
existed a certain inherent security of 
principal and interest, arising from the 
ironclad form of the contractual agree- 
ment, the essential nature of the equip- 
ment, etc., not easily matched by other 
classes of corporate obligations. 


ONLY recently railroad freight ton- 

nage moved above the volume of 
a year earlier. The past three calendar 
years, however, have witnessed a long 
descent of railroad traffic, revenues 
and earnings. In numerous instances 
there has been an actual impairment 
of financial condition and credit stand- 
ing, while bond maturities have added 
to otherwise imposing difficulties. The 
equipment trust obligation clearly has 
been influenced by the downward 
spiral of business and its effect upon 


the carriers, although in a relative 
sense its prestige has been well main- 
tained. 

The chief change is found in the 
greater divergence of prices and yield 
bases as between the issues of strong 
roads and those of weak roads. With 
the existing heavy accumulation of 
idle equipment, the credit standing of 
any given railroad holds sway as a 
determinant of the market position of 
its equipment trust notes. Discrimina- 
tion has become a watchword with the 
investing public, with the result that 
where credit is still high the yield basis 
is say 5% per cent and less, whereas 
the obligations of the roads in financial 
straits return as much as 10 per cent 
and even higher. 

At this juncture it is interesting, and 
significant empirically, to contemplate 
the treatment being accorded equip- 
ment trust obligations by the roads 
currently in receivership. It cannot be 
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Total Amount 


COMPANY Authorized 


HOW R. F. C. LOANS HAVE PROVIDED FOR 
EQUIPMENT TRUST OBLIGATIONS 


Purpose of Loans—Cash Actually Advanced 





Minneapolis & St. Louis $3,775,224 


To pay preferred claims, bonds, vouchers, principal and in- 
terest of equipment trust obligations, and state taxes. 
Funds not advanced by R. F. C. 





Georgia & Florida 354,721 


To pay principal and interest of equipment trust certificates, 
accrued taxes, audited vouchers and interest on receivers 
certificates. Total authorized amount advanced. 





Central of Georgia 


3,174,319 


To pay bond interest, equipment trust certificates, taxes, 
vouchers, bank loans, notes and rent of leased lines. Cash 


advanced, $3,124,319 of which $220,691 repaid. 





Ann Arbor 634,757 


To pay interest, rent and preferential claims. Full amount 
advanced. Application now pending for additional $365,- 
243, part of which to pay equipment trust obligations. 





Wabash 14,825,000 


To pay principal and interest of equipment trust certificates, 
certain other principal and interest obligations, interest, 
taxes and part of bank indebtedness. 
advanced. 


$16,051,000 





Seaboard Air Line 3,000,000 


To pay preference claims approved by court. Not actually 
advanced. 





Florida East Coast 918,375 


To meet equipment trust certificates. 


$627,075. 


Cash advanced, 





St. Louis-San Francisco 


10,995,175 


To meet fixed interest obligations, including equipment trust 
issues; pay delinquent taxes. Cash advanced, $7,995,175; 
amount repaid by funds received from Railroad Credit 
Corporation, $2,805,175. 
$3,000,000 dropped, account condition imposed by I. C. C. 


Application last made, for 





Mobile & Ohio 1,855,599 











To meet fixed interest obligations, taxes, equipment trusts 
and operating deficits. Full sum advanced and $785,000 
repaid by funds received from the Railroad Credit Cor- 
poration. 














said that the record thus far compares 
unfavorably with that established in 
past railroad and general economic 
crises. There have been a few cases of 
default or suspended payments and 
some of extension of principal, either 
direct or through exchange for re- 
ceivers’ certificates. On the other 
hand, a number of receivership roads 
have paid their equipment trust obli- 
gations continuously and in full. 

The accompanying tabulation (Page 
20) records the experience of holders of 
equipment trust certificates in the 
Class I carriers currently in receiver- 
ship. It will be noted that the effective 
receivership dates in ten cases fall 
within the last two years. 

It will be observed that of the Class I 
carriers in receivership and which have 
equipment trust debt, three, the Ann 
Arbor, New Orleans Great Northern, 
and Central of Georgia, have met 
principal and interest payments thus 
far in full. Defaults of principal or 
interest or both have occurred in the 
case of other receivership roads, but 
the most of the latter have proposed or 
have under consideration a compro- 
mise plan, the effect of which is to 
continue interest payments and extend 
principal installments. The Seaboard 
— the first to consummate such a 
plan. 

A few other roads—not actually or 


technically in receivership but in an 
extremely weak position—have had 
difficulty in meeting equipment trust 
obligations. For example, payment of 
the $375,000 annual principal install- 
ment of an issue of the Western Pacific 
due March 1 was deferred though the 
funds subsequently were received and 
payment made about a month later. 
Interest, meanwhile, had been covered 
by the proceeds of a loan from the 
Railroad Credit Corporation. 


FEW other roads —not actually in 

receivership but in extremely weak 
position —have had difficulty in meet- 
ing their equipment trust obligations. 
Thus, payment of the $375,000 annual 
principal installment of an issue of the 
Western Pacific due March 1, was de- 
ferred, though the funds subsequently 
were received and the payment made, 
about a month later. Interest, mean- 
while, had been covered by the pro- 
ceeds of a Joan from the Railroad 
Credit Corporation. 

The Missouri Pacific and some of its 
subsidiaries, which were the first 
carriers to receive court approval of 
petitions to reorganize under the newly 
amended federal bankruptcy law and 
without receivership, have recently 
failed to pay serial installments of 
certain equipment trust issues. The 
latest defaults of this nature occurred 


Nineteen 


on June 1. In all such instances, 
however, the court has authorized the 
payment of interest. 

Most of the forenamed roads, which 
are now in receivership, have borrowed 
sizable sums from the Reconstruction 
Finance Corporation, provision having 
been made in numerous cases for the 
payment of equipment trust securities. 
A few have received no loans whatever, 
and in other cases the authorization 
has been given by the I. C. C. but for 
some reason the government lending 
body thus far has failed to advance the 
money. The fact remains, however, 
that both the regulatory body and the 
R. F. C. have recognized the impor- 
tance of maintaining the integrity of 
this type of security and wherever con- 
sistent with policy have extended aid 
specifically for the purpose of averting 
default. 

A recent statement issued by the 
Reconstruction Finance Corporation 
showed $328,592,114 disbursed to 62 
railways by March 21. Of this amount 
$20,175,984 had been repaid. The 
aggregate to be applied to payment of 
principal of maturing equipment trust 
certificates was $26,178,342, or about 
7.3 per cent of the $359,885,015 rail- 
road loans authorized by the I. C. C. 
Provision for interest on equipment 
trust issues was included under the 
$85,647,570 total amount allowed to 
pay interest on funded debt. 

Perhaps there is no very definite 
reason why applications for funds to 
cover payments on equipment trust 
obligations are usually granted —often- 
times to the exclusion of certain other 
claims — other than the practical prior- 
ity which inheres in the rigor and form 
of the contractual agreement. While 
it may be true that the legal status of 
this type of security has never been 
fully determined, the record of experi- 
ence over many years discloses in- 
stances where it has received preced- 
ence even over first mortgage bonds in 
the final test of investment strength. 

For one thing, the amounts requested 
to care for equipment obligations are 
usually small by comparison with total 
demands by the railroads for Recon- 


‘struction Finance accommodation. Sec- 


ondly, the interests of institutional and 
fiduciary holders must be considered, 
particularly since they bear so strongly 
upon public welfare. Moreover, it is 
probably natural that there should be 
an aim to protect the prestige of this 
type of financing, the more so because 
the government itself was instru- 
mental in causing the issuance back in 
1920 of more than $300,000,000 of 
equipment trust certificates. 

With regard to the present and prob- 
able future policies of receivers (or 
““trustees’”. which may be given juris- 
diction over roads subsequently de- 
clared in bankruptcy under the newly 
revised bankruptcy law) it is well to 
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note the following excerpt from an ap- 
plication made by the Wabash re- 
ceivers for a $3,000,000 government 
loan: “The applicants determined,” 
they said, “‘that it would be sound re- 
ceivership policy to base their receiver- 
ship budget on what the financial 
structure of the property would be 
after a drastic reorganization. 
‘Accordingly they determined (a) 
to protect the integrity of the under- 
lying mortgage bonds and equipment 
trust obligations; and (b) to eliminate 
all interest on the junior issue of bonds 
” “Emergency financial aid to pre- 
vent defaults under underlying mort- 
gage bonds and equipment trust obli- 
gations of the character here involved 
is vital in a number of public aspects. 
Such defaults contract income in 
quarters where stability of income is a 
matter of public concern, and occasion 
insidious and contagious liquidation of 
intrinsically sound securities which are 
closely related to the integrity of our 
banking and currency system.” 


UNQUESTIONABLY there is need 

for rationalization of some capital 
structures. The new bankruptcy act 
will probably be called into play more 
than once as the readjustment process 
continues. Fixed charges in some 
instances must be cut appreciably if 
they are to be brought to a level 


supportable by earning capacity even 
such as would be attained under 
much more auspicious business condi- 
tions. Yet there is much evidence that 
the equipment trust note in the long 
run will vindicate the confidence which 
has been built up around it through 
many years of seasoning. 

Irrespective of the attitude of the 
Interstate Commerce Commission, or 
the Reconstruction Finance Corpora- 
tion, (or of receivers where a road is 
under court jurisdiction) the statistical 
position of rolling stock itself has lately 
recorded improvement, slow but never- 
theless perceptible. This is readily 
apparent from a number of significant 
considerations, one being that for some 
months surplus rolling stock in good 
condition has been appreciably under 
the levels of a year earlier while rail- 
road traffic lately has been exceeding 
the 1932 volume. 

The percentage of bad order rolling 
stock meanwhile has been mounting 
steadily to new heights. Moreover, 
some roads are scrapping old and obso- 
lete cars and locomotives. The South- 
ern Railway, for instance, recently 
arranged for the wrecking of some 
26,000 freight cars or 21 per cent of the 
system’s total number. The Wabash 
some time ago began scrapping 50 
locomotives and 4,300 cars, and the 
receivers of certain other carriers of 
























































CLASS I ROADS IN RECEIVERSHIP 
%Equip.Trust  % Fixed 
COMPANY Date of Miles Tong Debt of Total Chgs.Earned Treatment of Equip. 
Receivership Operated Term Long Term in 1932 Trust Obligations 
Pittsburgh, Shaw- 
mut & Northern 8-1-05 198 $16,523,315 None Nil 
Minneapolis & Jan. 15, 1933 principal 
St. Louis 7-26-23 1628 45,062,158 3.8% Nil installment in default; 
_ " interest paid. 
Georgia & Florida 10-19-29 404 8,496,000 5.3% Nil March 15, 1933, 
a - interest defaulted. 
Seaboard Air Line 12-23-30 4479 210,875,264 6.0% 8% Maturities to 1935 ex- 
changed for receivers’ 
certificates; interest on 
a _ all series being paid. 
Fort Smith & 
Western 6-1-31 250 5,244,000 None Nil 
Florida East Coast 9-1-31 839 62,160,075 7.3% Nil Certain 1932 and 1933 
maturities extended 3 
years; all interest being 
_ a ee = paid. 
Wabash 12-1-31 2480 156,042,335 8.6% 17% One series currently in 
; aaa ee nt default. (A) — 
Ann Arbor 12-4-31 294 I 1,589,884 2.5% 11% Paid to date. 
Mobile & Ohio 6-3-32 1153 = 38,205,000 = 13.1% Nil March |, 1933 payments 
as, ee ae fo, defaulted. (B) 
Norfolk Southern 7-26-32 933 ~—- 15,640,400 1.8% Nil Defaulted. (C) 
St. Louis-San 11-2-32 5890 289,125,767 6.9% 20% 1933 payments thus far 
Francisco _ ee ee defaulted. 
New Orleans Great 
Northern _ 11-7-32 _—. 264 8,248,000 6.6% a 24% _Paid to date. : 
Wisconsin Central 12-2-32 1157 44,833,000 iN None Nil 
Central of Georgia 12-19-32 1944 61,834,739 0.8% (0% Paid to date. — 
(A) Receivers said to be planning re adjustment of entire e squipment trust debt: this miahe ines ‘ive c continued 
interest payments and moratorium of principal payments through 1933 and 1934. 
(B) Receivers attempting to carry out plan involving 3-year moratorium of principal payments. 
(C) Understood plan being formulated which may involve payment of interest and extension of principal 
installments. 
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like category are understood to have 
pursued a similar policy, i. e., junking 
of equipment which is say 15 years or 
more old. 


SINCE 1930 there has been very little 

ordering of new rolling stock, and of 
course very little new financing through 
the media of equipment trust certifi- 
cates. Concurrently, the reduction of 
equipment trust debt has progressed 
as usual (except in a few isolated in- 
stances) in accordance with the con- 
tractual terms, while as much cannot 
be said of other forms of railroad 
funded debt, taken in the aggregate. 
Incidentally, the criticism has often 
been made of railroad mortgage debt 
that for the most part it lacks practical 
provision for retirement at maturity — 
that faith must be placed in the ability 
to refund and that this form of debt in 
effect is permanent debt. Quite obvi- 
ously the same criticism cannot be 
made of equipment trust obligations. 

The net conclusion from all this is 
that the railroads are becoming more 
and more dependent upon the newer 
and more efficient equipment which 
forms the security for equipment trust 
certificates. Perhaps it is needless to 
say that they have no claim to title to 
this equipment until the final serial in- 
stallment has been paid over, the term 
of the lease agreement under the 
“Philadelphia” plan usually being ten 
or fifteen years. Also that any railroad 
which is party to such a lease agree- 
ment is bound to keep the equipment 
in good repair and to replace any which 
may be burnt or destroyed. 

True enough, the reproduction cost 
new of cars and locomotives at this 
time is undoubtedly less than cost price 
five, ten or more years ago. But then 
there is the compensating factor of the 
increasing equity of the railroads as the 
principal installments are paid over. 
The growth of this equity obviously 
tends to fortify more and more the 
position of the equipment trust certifi- 
cate holder. Moreover, the enforce- 
ment of a penalty against a road which 
has defaulted its equipment trust obli- 
gations does not presuppose the actual 
sale of the rolling stock. Assembly at 
one point on line and storage free ol 
charge, as called for in the equipment 
trust agreement is all that is necessary 
to seriously inconvenience the carrier. 

There is still another point worth 
considering, even though at present it 
be little more than hypothesis. Rolling 
stock differs from the fixed railroad 
property covered by mortgages in that 
it is mobile and readily transferable, 
and in the event of some form of infla- 
tion its dollar value could be expected 
to increase more rapidly than that of 
the fixed property. In such circum- 
stances, the effect of course would be 
the most pronounced in respect to the 
equipment issues of semi-speculative 


(Continued on page 27) 
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FROM A BUSY DESK « »y Hy. W. Sanders 








Ti “Citizens Chronicle,” lively 
little house organ of Citizens 
National Trust and Savings Bank 

of Los Angeles comes to hand after the 

banking “‘holiday” with several inter- 
esting items. One is that its president, 

H. D. Ivey, when scrip was being 

printed for Los Angeles Clearing 

House Association, produced from his 

private archives a $2 certificate issued 

in 1907 signed by him- 
self. It seems that in 


as soon as the headlights of a car 
shine on it. The device is a photo- 
electric cell, often called the “electric 
eye.” Cost of electricity for illumina- 
tion is saved, and the advertising value 
is enhanced by it suddenly flashing 
its message out of darkness. 


o¢ 


Puitie WiTHERMORE was asked if he 
had many dormant 





1907 every certificate 
had to be signed by the 
secretary of Los Angeles 
Clearing House Associ- 
ation, and to assist in 
the work the banks 
assigned junior officers 
to act as deputies. Mr. 
Ivey was one of these. 
There are probably not 
many executives of 
banks today who signed 
scrip in 1907. 


o¢¢ 
AnoTHER item is that 








accounts in his bank. 
He said a few, includ- 
ing “Undivided Profits.” 


o¢ 


In HEPPNER, OrE., they 
use sheepskins for 
money. Non-perishable, 
of intrinsic value, and 
not too bulky, they 
might well make a good 
form of commodity 
money, if not produced 
too rapidly. 


¢ 








the earthquake shook 

Los Angeles and vicinity during the 
banking holiday. The bank lost most 
of its plate-glass windows which caused 
the wisecrack that it took an earth- 
quake to open up the banks. Inci- 
dentally several of the senior officers 
whose desks were close to the windows 
had narrow escapes from falling glass. 


o¢¢ 


STiLt another item told of a man who 
during the holiday asked if he might 
have $10. The officer, assuming that 
he was desirous of withdrawing that 
amount from an account asked him 
to write a check. Then it came out 
that he had no money in the bank but 
reading in the papers that the banks 
were making emergency payments of 
$10 to each person, he had assumed 
that it was a general handout. 


o¢ 


Anotuer echo of the “holiday” comes 
from the east where in several cities 
gangs of counterfeiters prepared 
“scrip” purporting to be clearing 
house certificates, then made a whirl- 
wind campaign just as the papers had 
prepared people to be ready to accept 
scrip, passed the counterfeit stuff right 
and left, then disappeared. 


¢¢ 


AN ADVERTISING firm describes a new 
form of roadside advertising. Placed 
beside a country road it is lighted up 


Ir sounps nearly in- 
credible, but a banker 
vouches for the following story. At 
a time when the public was suffering 
from one of its well known spasms of 
bank fear, an institution in a foreign- 
speaking district in an eastern state, 
published its statement as required by 
law. At the bottom of the figures was 
the notary’s acknowledgment with 
the formula: “‘my commission expires 
...”? atanearby date. The bank was 
immediately hit by a run, and it was 
found that the people, not under- 
standing English very well, had under- 
stood that the bank was to be closed 
on that date and wanted to get their 
money out in time. 


¢¢ 


INcIwENTALLY the Bureau of Foreign 
and Domestic Commerce says that in 
169 cities and towns, barter and scrip 
of one form or another is in circulation, 
most of it requiring a stamp of from 
one to four cents to be affixed by each 
person negotiating it, the proceeds 
from the special stamps being used to 
retire the scrip at maturity. 


¢¢ 


A BANKER sends in a letter from a 
customer to whom he had given a 
letter of introduction to a_ business 
friend in Alaska. He said ““‘We made 
the acquaintance of Mr... . all right, 
but without your letter of introduction 
which was lost when we got overturned 
in the rapids on McKenzie River. 


We covered 1,800 miles by canoe, 
finding quite a rush on prospecting 
for gold and radium: lots of excitement 
but no gold and less radium.” 


¢¢ 


THE BATTLE against unprofitable 
checking accounts is about won. We 
have dug into costs enough in all 
parts of the country to make bankers 
largely aware of the true situation, 
and charges are generally commensu- 
rate with expenses. 


¢¢ 


Some of our older banks can claim 
remarkable dividend records. Of the 
sixteen stocks in the American Bank- 
stocks Corporation, an investment 
trust, one has made distributions for 
106 years, another for 89, and the 
average is 61 years of unbroken 
distributions. The year 1933 will 
show some omissions that break amaz- 
ing records of continuity, but in these 
cases the action is merely _ ultra- 
conservatism. They will speedily 
resume as conditions improve. 


o¢ 


A country banker was taken around 
the building of a large city bank. The 
thing that impressed him most was 
the fact that throughout the building 
there were three routes, never com- 
municating except through guarded 
doors. The first was for the public, 
the second for employees on ordinary 
business, and the third, connecting 
with the vaults, for securities and 
valuables. These could therefore travel 
in perfect safety from the vaults to 
any part of the bank. 


¢ 


Tue London Times annual reviews 
comment on what is sometimes re- 
ferred to over there as the “‘gold rush” 
—people standing in line before the 
offices of bullion merchants to sell 
gold coins and “scrap” gold. The 
premium on gold there had the same 
effect as our legal penalties and 
brought the metal out of hoarding. 
The Times says that the metal 
mostly went to France, Holland, 
Belgium, or the United States. It 
looks as though it would be a long 
time before this process would be 
repeated. 


¢ 


One LaRGE city bank has so far 
developed co-operation with the certi- 
fied public accountants that now in 
most cases there is a meeting between 
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the client, accountant, and bank credit 
officer, before an audit is made. There 
is frank and full discussion of the 
client’s business and if possible an 
agreement by mutual consent as to the 
scope of the audit, and in particular 
the various points on which the bank 
would like fuller information. The 
audit is made and then afterwards 
the three meet again and go over it, 
and a line of credit is recommended to 
the bank’s board of directors. The 
bank says that it is not particularly 
interested in making loans to the 


sort of business people who would 
resent such a proceeding as the above, 
because it means either that they can- 
not face the audit, or that they belong 
to the cocksure class who say “I know 
my business, and no person can tell 
me anything about it.” 


¢ 


A BANK officer writes that during the 
time of stress he went personally out 
to interview each depositor who closed 
out an account. In one case a woman 
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of eighty-six had withdrawn her sav. | 
ings, and as he arrived she was in the 


middle of her week’s washing. On 
account of her age she found the 
hanging of clothes in the yard a 
considerable task. The banker hung 
out the wash while the old lady looked 
up her money for redeposit. 


¢¢ 
A BANKER’S heaven might be defined 


as a place where he would never have 
to sign his name. 


Appraising the Business Recovery 


this may prove to be true notwith- 
standing the fact that revenue from 
the taxes on the sale of beer and wine 
will be forthcoming, and the expendi- 
tures for the enforcement of prohibition 
eliminated. But the fact remains that 
a half billion dollars in recurring 
expenses have already been saved as a 
result of the President’s far-reaching 
economy program, and there is, there- 
fore, great probability that the budget 
for the ensuing fiscal year (1933-1934) 
will be balanced. If it is balanced, it 
will be for the first time since 1930. 
This event has long been heralded as 
prerequisite to any sound recovery 
measures which the government could 
take. So the likelihood of a balanced 
budget for the next fiscal year is, with 
little question, another one of the 
contributing causes for the recent 
stimulation apparent in business. 


ONSEQUENTLY, much hasalready 

been accomplished to remove 
the political palsy which was, up to 
that time, shaking the very vitals of 
the people and destroying their con- 
fidence in the ability of the national 
government to dominate internal 
affairs in an emergency. Of course 


(Continued from page 5) 


in our previous so-called prosperity 
periods, little government interference 
was apparently wanted. But when 
petrification and inactivity threaten 
the capitalistic system with a 
strangle hold, democracy has generally 
attempted to come to the aid of 
business. How the government has 
helped to throw off this recent loss of 
confidence by its stand on prohibition 
and the Prohibition Amendment was 
pointed out above. But besides this, 
the rapidity and earnestness with 
which many general powers were 
literally swept into the lap of President 
Roosevelt did much also to overcome 
this feeling of hopelessness. 

Another international development 
of favorable import is discernible. 
There is already upon the horizon a 
tendency on the part of those in power 
in other countries to co-operate with 
the United States, and we with them. 
The significance of this will be even 
more apparent later. For the inclina- 
tion to spread the principle of ‘“‘the 
good neighbor’ in practice will be 
used as a yardstick to measure the 
reasonableness with which interna- 
tional agreements treat. Indeed, na- 
tions will be compelled by an invisible 


hand to approach international ques- 
tions in a spirit, which is more in line 
with their own social and economic 
positions. 


LL of these forces have operated in 

no small measure during the recent 
months to ward off the evil effects, 
which otherwise would have developed 
in even large proportions, and would 
have caused widespread ruination. 
For the panic to get liquid (the desire 
to sell and to collect debts for any 
amount of cash) would have meant the 
complete collapse of the system of 
distribution. Continued inertia and 
lethargy in all thought and action 
would have stalked the land. But it is 
a godsend, that the whole demonstra- 
tion since the end of February, 1933, 
has convinced people, to no end, that 
man is still master of his own environ- 
ment, though often slow to act, and 
that the United States is headed coolly 
toward an era of more lasting pros- 
perity of the real sort, and to more 
infrequent periods of depression —all 
without the loss of institutions which 
have in the past proved to be most 
conducive to the welfare of society 
under a capitalistic system. 


A New Plan for Handling Bankruptcies 


a part of and operating in a system 
which is so organized that the routine 
is self-scheduling. In such an organ- 
ization performance is followed up 
and checked and its completion re- 
corded. Thusis the objective smoothly 
attained. 

Time is an element in the handling 
of bankruptcies. Speed is often essen- 
tial and usually desirable. But there 
can not be so much speed that neces- 
sary administrative steps are over- 
looked. There are various activities 
which must be carried on; but, they 
must be carried on expeditiously and 


(Continued from page 14) 


seasonably. And finally, as the trust 
company itself explained, “‘forethought 
and organization make for efficiency 
and economy in administration.” 

To the uninitiate, the administra- 
tion of a bankrupt estate may seem 
a comparatively simple task. It is not. 
In administering an insolvency, the 
administrator acts as an officer of the 
court, responsible to the court, who 
must at all times consider the creditor, 
the court and the bankrupt estate 
itself. It is often a difficult job; it is 
always one which calls for a number of 
different activities. Just see what the 


trust company must do in administer- 
ing each bankruptcy. 

Once it is appointed receiver, it 
procures copies of the order of appoint- 
ment and such information as is avail- 
able from the filed papers or the docket 
entries. This information is_ then 
copied on forms, each covering in 
detail a step or activity to be per- 
formed by the receiver. The group 
head gets these forms and immediately 
assigns the case to one of the Re- 
ceiver’s Representatives in his group. 
The representative in charge is thus 
in possession of a set of forms which 
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———— 


« ... banking publications are being flooded with queries from banks, about the 
relative strength of insurance companies. .. .’’ (‘Insurance Advocate’’—N. Y. City) 








—— 


Facts regarding 


THE RELATIVE STRENGTH 


of the Fire Insurance Companies in the ‘‘North British’? Group may be obtained from 
their December 31, 1932 Financial Statements, which include complete investment 
portfolios with Moody’s ratings. Study of them is invited, for there is hardly a Bank 
or Building & Loan Association in the country that is not protected by one or more 
of these companies: 


The Commonwealth Insurance Company of New York 
The Mercantile Insurance Company of America 


The Homeland Insurance Company of America 


North British & Mercantile Insurance Company, Ltd. 
(U. S. Branch) 


The Pennsylvania Fire Insurance Company 


From formation these companies have rigidly practised, in good times and bad, 
a policy of sound underwriting and conservative investments, thereby guarantee- 
ing security to policyholders. Furthermore, none of these companies has borrowed 
any money, nor needs to. They have proved Conflagration and Panic proof. 





The percentages of bond holdings and their ratings by Moody’s Investors Service 
(officially recognized by the New York Insurance Department) are as follows: 


Classification of Bonds held December 31, 1932, 
according to Moody’s Bond Ratings 





Bonds to total Aaa 
investments (highest rating) Aa A Baa 
Commonwealth... 96% 63% 25% 10% 2% 
Mercantile... 96% 68% 23% 9% 0% 
Homeland... 75% 72% 16% 10% 2% 
North British... 92% 70% 23% 6% 1% 
Pennsylvania._.._................. 90% 53% 34% 9% 4% 








(These fire insurance companies’ financial statements are worth studying) 


Advertising Department : 


_] Commonwealth Second Floor (N. B. & M. Ins. Co., Ltd.) 

[] Mercantile 150 William Street, New York, N. Y. 

C1] Homeland Please send copies of your Financial Statements and 
C] North British investment portfolios as of December 31, 1932 to: 


_] Penna. Fire EL OIL TT TS, Te eee 
(Check those you desire) Address 








In writing to advertisers please mention The Burroughs Clearing House 
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serves to keep him reminded of every 
successive step which may have to be 
taken in the ordinary bankruptcy 
receivership, for making a record of 
the taking of these steps and for 
automatic communication and instruc- 
tions by the Receiver’s Representative 
to the various persons co-operating 
with him in the proceeding. 

Space limitations prohibit the 
enumeration of the various steps and 
the numerous activities which must 
be carried on. For example, the 
receiver must visit the premises of the 
bankrupt, inspect the assets, con- 
solidate scattered assets, undertake 


the establishment of clear title to the 
assets, send notifications to the utilities 
and services, to the postoffice and to 
interested public agencies. He must 
also notify the bank, demanding the 
turnover of the bankrupt’s balance. 
Then he must question the landlord 
on the bankrupt’s tenancy, guard the 
premises, cancel or renew old insurance 
policies, place any needed new insur- 
ance and, if necessary, select an 
attorney for the case and subsequently 
supervise the attorney’s activities. In 
between times, he may have to attend 
creditors’ meetings, answer numerous 
inquiries and letters and meet with 
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and talk to appraisers, auctioneers, 


attorneys and various parties inter- | 


ested in the proceedings. 

In all, the receiver, in marshaling 
the assets, organizing the adminis- 
tration of the insolvency, operating the 
business and disposing of the assets, 
must perform twenty-five separate 
operations. In the course of per- 
forming these various functions, there 
arise frequent questions, problems 
and decisions to be made. 


Epiror’s Note: The second and con- 
cluding installment of Mr. Woods’ descrip- 
tion of the plan worked out by the Irving 
Trust Company for handling bankruptcies 
will be published in the August issue. 


Provisions of the Glass Banking Bill 


control over these state corporations a 
method has been found by which the 
holding companies will be brought 
under supervision. 

The holding companies are pro- 
hibited from voting the stocks of 
national and state member banks 
which they hold unless they are willing 
to undertake to accept examination 
by the Federal Reserve Board, divest 
themselves of ownership of stock and 
bond financing concerns and comply 
with regulations designed to insure 
their ownership of sufficient free assets 
to make sure that they can satisfy the 
double liability of their shareholders in 
case any of their banks should go 
into the hands of receivers or be 
closed. To prevent control of a 
Federal Reserve Bank by a group of 
banks of this character restrictions 
are placed upon voting for directors 
of Reserve Banks. 

The provisions growing out of the 
widespread insolvency of banks over a 
considerable period preceding the acute 
situation of recent months include a 
strengthening of the capital of banks 
and restrictions as to investments and 
the payment of interest. 

The minimum capital of nat-onal 
banks is increased from $25,000 to 
$50,000. This minimum applies in 
cities with a population not in excess 
of 6,000. The minimum is $100,000 in 
cities up to 50,000 population above 
which the minimum is $200,000 except 
that in outlying districts of a large 
city in a state where state laws permit 
a lower capitalization the minimum 
may be $100,000. 

Unless approval is given by the 
comptroller of the currency in the case 
of national banks or by the Federal 
Reserve Board in the case of state 
member banks no bank is allowed to 
have an investment in bank premises 
or loans to a corporation holding such 
premises in excess of the bank’s 
capital stock. 

Restrictions are placed upon dealings 


(Continued from page 8) 


in investment securities, effective after 
two years. National banks are per- 
mitted to purchase and sell investment 
securities for their customers to the 
same extent as heretofore but here- 
after they are authorized to purchase 
and sell such securities for their own 
account only under such limitations 
and restrictions as the comptroller 
of the currency may prescribe, subject 
to definite maximum percentage limits 
as to amount. Similar restrictions are 
imposed upon state member banks. 

National banking laws are broad- 
ened by giving national banks all 
powers possessed by state banks of 
deposit and discount except insofar as 
they may be prohibited by federal law. 


"THE Federal Reserve Board is given 
power to regulate rate of interest 

which may be paid on time deposits. 
Interest which may be charged by a 
national bank on loans is limited to 
that which may be charged by local 
banks in the state where the national 
bank is located or to a rate 1 per 
cent higher than the discount rate on 
ninety-day commercial paper in effect 
at the Federal Reserve Bank in the 
district where the national bank is 
located, whichever is greater. If no 
rate is fixed by state law the maximum 
rate the national bank may charge is 
7 per cent or 1 per cent in excess of 
such discount rate, whichever is higher. 

Every member bank is required to 
have a board of directors of not less 
than five nor more than twenty-five 
members. Every member of the board 
shall be a bona fide owner of stock of 
the bank having a par value of at 
least $2,000. 

The Federal Reserve Board is given 
power to remove directors and officers 
of member banks who have continued 
to violate the banking laws or who have 
continued unsafe and unsound banking 
practices after having been warned by 
a Federal Reserve agent or the comp- 
troller of the currency. 


No officer or director of a member 
bank shall be an officer, director or 
manager of any institution engaged 
primarily in the business of purchasing, 
selling or negotiating securities. No 
member banks shall act as a corre- 
spondent for such an institution. No 
individual, partnership, corporation or 
unincorporated association shall act 
as correspondent for any member bank 
unless by permit from the Federal 
Reserve Board. 

The Clayton act is amended to 
provide that no director, officer or 
employee of a bank or trust company 
organized under the laws of the United 
States shall be at the same time a 
director, officer or employee of a 
corporation or a member of a partner- 
ship which shall make loans secured by 
stock or bond collateral. This is one 
of the provisions intended to prevent 
the large private banking houses from 
exercising an influence in the affairs 
of the Federal Reserve System. 

Sections relating to the administra- 
tive structure of the Federal Reserve 
System are designed to increase the 
independence of the Federal Reserve 
Board, to define more clearly the 
powers of the board over speculative 
transactions, to place the board in 
control over open market dealings 
through an open market committee 
and to vest in the board the manage- 
ment of relations with foreign central 
banks. 

With much relutance Senator Glass 
consented to the retention of the 
Secretary of the Treasury as an ex- 
officio member of the Federal Reserve 
Board. The Glass bill as passed by 
the Senate in January retained only 
one ex-officio member, the comptroller 
of the currency. The Secretary of the 
Treasury was eliminated on the theory 
that the government’s financing 
needs should not exercise an undue 
influence upon credit policies. At the 
insistence of Secretary Woodin, who 
under the emergency banking and 
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inflation acts has become a dominant 
power over banking operations, the 
Secretary of the Treasury was allowed 
to remain on the board. Terms of the 
six appointive members are increased 
from ten to twelve years. 

Creation of a federal open market 
committee of twelve members to 
supervise the open market operations 
of the Federal Reserve banks and the 
relations of the Federal Reserve System 
with foreign banks is largely a legaliz- 
ing of an organization already set up 
under regulations of the board. 

The Federal Reserve Board is given 
special authority over relations with 
foreign central banks, thus preventing 
a continuance of the practice of the 
Federal Reserve Bank of New York in 
assuming prerogatives of this character. 

An easing of the burdens on the 
system is provided by the repeal of 
the requirement of the present law for 
the payment of a franchise tax by 
the Federal Reserve banks to the 
government. This action will increase 
earnings available for member banks. 

A broadening of the system is made 
possible by extending the privileges 
of membership to Morris plan banks 
and mutual savings banks. 

As a means of restricting the com- 
petitive advantage of postal savings 
banks the present law is amended to 
provide that all deposits in these 
institutions shall be for a period of not 
less than sixty days and that no such 
deposits may be withdrawn prior to 
the expiration of such sixty-day period. 

Far-reaching as the measure is it 
touches only gingerly on the general 
question of a unification of the present 
dual system. The movement for a 
unified system under federal control is 
unlikely to make headway while 
defenders of non-member state banks 
remain strongly intrenched in the 
banking and currency committees of 
Congress. 
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additional requests from about 20 banks in 
each of those two states. 

I might tell you that the way this has 
been working out is that after complying 
with a bank’s request in sending them the 
literature on this plan, invariably it means 
answering another inquiry from these banks 
regarding some particular phase of the 
on of the plan. Your magazine is 
certainly widely read, and I congratulate 
you. 

Leo D. KELLY, Vice-president, 

Mercantile-Commerce Bank and 

Trust Company, 
Saint Louis, Mo. 
¢ ¢ 


A Timely Talk on Foreign 
Exchange 


Sins: It gives me much pleasure to 
enclose you a pamphlet which we have just 
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Cut time in halt 


for California sendings 


Turoucu the well 
organized facilities of Bank of America, 
transit items or collections move direct 
night and day. This unique service em- 
braces 410 branches in 243 California 
communities and through it transactions, 
which would ordinarily require 4 days, 
are commonly completed in 2 days. 

Bank of America correspondents in- 
variably save time and, on volume, appre- 


ciable interest. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Head Offices in San Francisco 
and Los Angeles—the two 
Federal Reserve cities 


Bank of America National Trust & Savings 
Association, a National Bank, and Bank 
of America, a California State Bank, are 
identical in ownership and management 
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ne CORRECT- 
POSTURE 


HAIR 





Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. Formore details call our local office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 
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printed covering the address of our Director 
General, Mr. Agustin Legorreta, concerning 
Foreign Exchange made before the Con. 
vention of the Mexican Bankers Associ- 


ation in Monterey, Mexico, which has been 7 
very much complimented by all the papers | 


in that Republic. 
JOHN B. GLENN, Agent, 
Banco Nacional de Mexico, 
52 William Street, New York City 


° ¢ 


Selling the Service Charge 


Strs: Please accept my sincere thanks 
for furnishing me with thirty additional 
copies of the May issue of The Burroughs 
Clearing House. These were sent to our 
branch managers as we were desirous that 
they read the article “Selling the Service 
Charge,”’ by Andrew J. Kolar. 

Your publication is a most welcome 
visitor to this office. 

W. B. Watoprip, Assistant Cashier, 
The Detroit Savings Bank, 
Detroit, Michigan 
¢ °¢ 


And a Hundred More 


Sirs: In your May issue my article 
“Selling the Service Charge,” appeared. 
It might be of interest to you to know that 
I have received more than 100 inquiries 
(and they are still coming in) from principal 
and representative banks in the United 
States and quite a few from Canada, and 
also one from Liverpool, England. 

A. J. KoLar, Vice-president, 
Drexel State Bank of Chicago, 
Chicago, Illinois 

Epiror’s Note: Our attention has been 
called by Bauder-Baker, financial adver- 
tisers of Chicago, Illinois, to the fact that 
a portion of the copy in one of the illustra- 
tions in Mr. Kolar’s article was obtained 
from a folder bearing their copyright. 
Through an oversight proper credit was 
omitted. 


+ 


Attending the Economic 
Conference 


Srrs: I am sailing on the Majestic on 
Wednesday for London, England, to attend 
the economic conference. This will enable 
me to prepare an article for the August 
issue of The Burroughs Clearing House 
from material which I can gather at first 
hand. I think this is the kind of an article, 
— on the spot, that readers will really 
ike. 

Even after I release the manuscript I 
will keep you advised by cable so that the 
article will be up-to-date at the time of 
going to press. 

ARTHUR CRAWFORD, 
Washington, D. C. 


Repeal of the Gold Clause 


(Continued from page 9) 


York have held that obligations calling 
for payment in gold coin could be 
satisfied by payment of other lawful 
forms of money. 

A special reason why it was held to 
be desirable to abrogate the gold clause 
in obligations already outstanding was 
that the power of the government and 
of private interests to borrow would 
be seriously impaired unless outstand- 
ing obligations and future obligations 
are placed upon the same footing in 
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,_ | respect to the medium of payment. | 
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soci |) their debts to the United States in . pi 
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apes |) agreements provide for payment in . | a 
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Treasury officials justify the declara- 
anks tion in the resolution that the gold 
ional clause is contrary to public policy by turnover 
- the experiences of the present emer- ass 
that gency. The gold clause according to 
rvice their viewpoint renders ineffective the 
come xh pot ge iranian a | Bank paper can leave Chicago at the definite proof of both shipment and 
thereof. The existence of the gold | close of the business day and reach delivery. Hand-to-hand signatures 
_— poe ave aa apes em | New York via Air Express in time to at transfer points safeguard ship- 
has furnished an incentive for the | meet the 10 o’clock Clearing House ments. Call your nearest Railway 
hoarding of gold. | deadline next morning. Betweenthe Express Agent for new low rates 
Inasmuch as the resolution did not | pee q 6 . di icieaiieal 
rticle affect the gold standard act of 1900 | tlantic and Pacific Coasts there is and schedules. 
= it did not remove the United States | a saving of two whole days. This 
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cipal standard than it already was by | shag ie 
nited administrative action. In fact the | alr contact between 85 principal cities 
» and removal of the enormous burden upon | _—— with fast rail connections to over 
gold involved in the gold clause should | , patents 
facilitate the maintenance of a mone- | 23,000 other Railway Express Agency vay RAILWAY EXPRESS AGENCY 
linois tary system based upon gold. | points. Duplicate receipts give ——ad INCORPORATED 
been A gold clause was first included in | 
dver- the laws of the United States in 1869. | 
that | As part of the effort to restore the | 
— credit of the government after Civil | | 
right. War greenbacks had depreciated in | MAN. 26 vente old with eight years Canadian 
was — value, Congress enacted a law which | | capacity of assistant accountant desires a position 
not only pledged the payment of coin po ean awoke denne a ability. ion 
or its equivalent for the greenbacks be bonded and has good knowledge of the Cana- 
butalso for interest-bearing obligations. || featactand accurate teller and to haves therough 
ene Ge a 1910, provided | | feNe.t5.theBurwupheClearin Howe Der, ik 
nd c i 
ic on indebtedness of the United States | 
ttend hereafter issued shall be payable, | 
roe principal and interest, in the United a — a f 
Tomee States gold coin of the present standard | ‘tence 4 ik i hev h . 
t first of value.”” The second Liberty bond certain roads which, though they have 
rticle, act in authorizing the issuance of bonds 
really provided that “the principal and u 
ipt I | Mterest hereof shall be payable in Pett. a Ff 
rt the United States gold of the present “a Bid* Asked* ‘ 
ne of standard of value.’ Declarations of me 2ee. Seger AS ee ae 
j r anadian National........... 8 : 
wd ate ropened by the new Canadian ee 7.50 6.50 
D. C. ; Illinois Central.............. 7.50 6.50 
Kansas City Southern........ 8.00 7.00 
e ° Missouri-Kansas-Texas....... 8.00 7.00 
use Railroad Equipment a vat ps .---: eS - _ @ Nearly half the 1600 rooms at the 
Trusts Merit Con- Hartford........00.....00. 6.50 6.00 William Penn Hotel have now been 
. *Yield bases as figured on average maturities. reduced to $3.00 and $3.50. ANEW 
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attendant uncertainty. It will be noted 
that in all cases the equipment trust 
notes are offered on a 6 per cent basis 
or better. 

Funds committed to the securities of 
the roads in weaker posit on naturally 
assume greater risk, with correspond- 


ing possibilities of greater ultimate 
profit. Speculation of this sort, how- 
ever, is of a more conservative nature 
than inheres in large-scale representa- 
tion in junior securities which might be 
subjected to drastic treatment in re- 
organization. Apart from the question 
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of public interest, incident to institu. 
tional holdings, the railroads certainly 
will want to foster and support confi- 
dence in a type of financing readily 
acceptable in the credit markets and 
which to them spells economy in the 
way of low service charges. 


Opportunities Increasing for Sound Loans 


of corn breakfast foods who carries 
1,000,000 bushels in his bins has 
$150,000 tied up. When corn reaches 
30 cents, the same quantity represents 
$300,000; the difference either has to 
come from his deposits or from bank 
loans. Add to this the fact that as a 
shrewd buyer this manufacturer prob- 
ably buys a great deal of corn for 
future use when he sees the market on 
its way up; say he fills every cubic 
foot of his storage space and carries 
some corn in public elevators, for a 
total of 500,000 bushels extra. This 
represents still another $150,000. In 
short, the very fact that corn prices 
have doubled increases his dollar 
inventory of corn to three times its 
former figure. And such a situation 
usually means the need for a line of 
credit at the banks. 

Suppose, now, that this manufac- 
turer has been selling his products to 
the value of $200,000 a month. He 
has had to increase his selling prices, 
so on the same volume his present 
prices would be $300,000. But also 
more people are eating his breakfast 
food, or at least he finds he is selling 
more. So his volume of sales has 
increased to $400,000 a month. If he 
sells on thirty-day terms, he has to get 
from some source the extra $200,000 
now going into receivables. 

Thus our corn processor has in- 
creased his need for working capital 
by $300,000 in raw material, and by 

200,000 in receivables. He has to 
get $500,000 somewhere to finance his 
moderately increased business at the 
considerably increased price levels. 

This, in a general way, is what is 
going on throughout business and 
industry today. The distributors who 
handle the corn breakfast food find 
their dollar inventories increasing, both 
because of higher unit prices and for- 
ward buying. They go to the banks. 
All the way down the line, the need 
for more dollars to finance a larger 
tonnage at a higher price level brings 
back the need for bank credit among 
the sound, solid firms which until 
recently have been increasing their 
cash reserves monthly because of 
falling prices and falling volume. 
These are the customers whose ade- 
quate funds have prevented their 
needing any bank money. 

Again, and in the long run probably 
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more important, the upward trend in 
business will, if it continues, lift up 
into the class of desirable borrowers a 
good many companies and individuals 
which have been in the red and con- 
sequently unattractive. 

Just a few days ago a number of 
bankers were discussing this condi- 
tion at luncheon. 

“I notice it particularly in our daily 
loan committee meetings,” said the 
vice-president of a good-sized bank. 
“Only a few months back, when the 
question of a renewal arose the man 
handling that account would have to 
admit that the company’s showing was 
sliding downhill. The commonest 
remark in a loan meeting was, ‘We’ll 
have to reduce that loan every month, 
and keep it on this program until 
liquidated.’ Almost at every meeting 
the decision was reached that there 
would have to be a change in manage- 
ment in this or that company, if we 
were to keep on with it. 

‘“‘Now the atmosphere is often in 
the other direction, and this is not due 
to increased cheerfulness but to actual 
facts. When the question of a renewal 
comes up the loaning officer on that 
account can usually say, “They’ve 
made money for the past two months, 
and they are increasing their force. 
They have orders enough ahead to 
keep them busy for six weeks, whereas 
the best they have had since 1931 has 
been about ten days’ orders. I think 
we can quit worrying about them for a 
while, and I’d like to get authorization 
to increase their line if needed.” 

“T HAD a letter this morning that 

got me to thinking,” chimed in an- 
other man, from another bank. “An 
out-of-town customer of ours has a line 
of credit of $40,000. It is a seasonal 
business, and they are about two 
months away from their busiest season. 
They have been losing money, not 
much, but a little. And our senior 
vice-president has been after me for 
several months to cut their line. 
But this morning their treasurer 
wrote me a long letter outlining an 
entirely different set of suggestions. 

“He pointed out that the $40,000 
line has been adequate for their 
business for the past year, and that on 
the volume that this finances they have 
been losing a little money. Now, he 


says, their sales are picking up, the 
prices of the raw materials they buy 
are climbing, and they have had to 
advance their own prices. He boldly 
proposes that we increase their line to 
$150,000. He says that obviously they 
will not use this line unless they need 
it to finance a profitable class of sales, 
and I can’t see any flaw in his reason- 
ing that they will be a lot better 
customer borrowing $150,000 and mak- 
ing a good profit than they are borrow- 
ing $40,000 and losing money.” 

Every man around that luncheon 
table had about the same story to tell, 
differing in details but basically the 
same. Companies which were just 
below the line of beng desirable 
borrowers are now getting up above 
the line. Companies which were 
apparently headed for the rocks six 
months ago are now getting within 
hailing distance of being safe risks. 

There is another factor at work that 
makes the prospects excellent for more 
profitable banking a few months hence. 
When the depression struck three and 
a half years ago, practically no com- 
pany could make money on the de- 
creased volume of business. They had 
been operating at full capacity for so 
long that when volume shrank, they 
slumped into the red. 

Within the past year there has been 
a noteworthy increase in business men’s 
skill at getting along on decreased 
volume. A good many companies 
which had been deeply in the red on 
50 per cent of their peak volume, found 
ways to break even, or even earn a 
little profit, on 30 per cent. Now, with 
volume increasing, these companies 
are all set to make money surely and 
rapidly. They have shaken off the 
needless expenses and the luxuries, 
they are down to bedrock essentials as 
they have not been for many years. 

Such a company is an excellent 
prospect for a loan, once it has crossed 
the line from deficit to net profit. 
Today there are dozens of companies 
crossing this line every day, and the 
number should increase more rapidly 
if the present improvement holds its 
course. This means that after they 
have shown black ink for a few months 
so that a banker may fairly consider it 
a record instead of a spurt, they will 
be around asking —and getting —loans 
from you and me and the bank across 
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CLEARING HOUSE 


the street. All of which will likewise 
mean a profitable outlet for our 
institutions’ surplus funds. 

Do not misunderstand this as a plea 
that bankers should excessively relax 
their standards, either of liquidity or 
of loaning. After all, a liquid bank is 
a safer bank than one that is all tied 
up. I think most bankers have 
relearned so they will remember for 
the rest of their lives the lesson that 
we all were taught in theory when we 
first approached the subject: that 
loans are not properly bank loans 
unless they are self-liquidating, unless 
when the borrower signs his name at 
the bottom of the note he knows rather 
surely just where and when he is going 
to get the money to pay it off —and the 
banker knows, also. If this simple rule 
had not been lost sight of, there would 
have been fewer losses on collateral 
loans, atmosphere loans, and the 
dozens of other kinds which basked in 
undeserved favor four years ago. And 
it does not seem likely that anyone 
who has passed through the ordeal of 
the past three and a half years will 
soon forget that a loan is not a good 
bank loan unless it is thoroughly liquid 
and can be repaid in reasonable time. 


OOR loans and investments are what 

impair liquidity. They are like- 
wise what cause losses. Certainly it 
does not seem to most conservative 
bankers today that the improvement 
in general conditions has reached so 
far that it is safe to take much of a 
chance. Until conditions have dem- 
onstrated the solidity of the present 
movement over a considerable term of 
months, it will not be good banking to 
assume that the tide has turned away 
from the depression. And until we can 
really know the depression is over, the 
would-be borrower who cannot show a 
good statement along with his good 
prospects will still be sub-marginal. 

But we can all of us well keep in 
mind nowadays that the extraordinary 
conditions of 1931, 1932, and the first 
seventy-five days of 1933, have been 
definitely banished from banking. The 
weak banks which we all knew 
abounded have been closed up and they 
will not reopen until their weakness 
has been remedied. The public once 
more believes that a bank is a safe 
place to keep money, and has also 
attained a degree of appreciation for 
banking service such as could be 
developed only from trying to get 
along without it. 

Like most bankers, I prefer to leave 
business forecasting to the gentlemen 
who make a profession of it. But 
without attempting to forecast the 
trends of the future, it seems safe to 
Say that every day now increases the 
opportunities for sound self-liquidating 
loans, and brings nearer the time when 
they will abound. 
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The vault, of course, was built and installed by YORK. 
Beautifully designed throughout, every detail is fully in 
keeping with the spirit and atmosphere that surrounds it. 


Patrons often refer to it as “a perfect jewel box of a vault.” 


Your bank, too, can have 
the same service, skill 
and experience that has 
made YORK Vaults pre- 
eminent throughout the 
world. Write us regard- 


ing your requirements. 
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“‘All Automatic”’ EASY SNAP 


Collapsible Storage File Boxes 
and Collapsible Shelf Cabinets 


M*Gnly By | STRAYER COIN BAG CO., New Brighton, Pa. 
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Bank Supplies Since 1914 
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Here is a new elec- 
trically-controlled Burroughs typewriter that 


marks a distinct advance in faster and easier THE MOTOR 
typing. With this machine the motor does all 
the heavy work. The speedy hands of the skilled RETURNS THE 


typist need never leave the keyboard. 





CARRIAGE 


Banks are thoroughly familiar with the advan- 
tages of the motor-returned carriage on 


‘ : A mere touch of the “‘return” key 
Burroughs Bookkeeping Machines. The same causes the motor to return the car- 
advantages are found in Burroughs Electric py tht enc -<ciguencne te 


an intermediate point. Spacing to 


Carriage Typewriter. the next writing line is automatic. 


Like all Burroughs machines, this new product 
is guaranteed by Burroughs, and backed by the 
same Burroughs service organization that for . 
years has serviced electrically-operated Burroughs 
machines in offices throughout the world. 


THE MOTOR 
Burroughs Electric Carriage Typewriters—as well 


as other Burroughs Typewriters—are on display SHIFTS TO 
at local Burroughs offices. Telephone today for a 
demonstration in your own office—or write for CAPITALS 
descriptive folder. Burroughs Adding Machine 


Company, Detroit, Michigan. A light depression of the “shift” 
key (normally used to shift the 
platen manually) causes the 
motor to shift the platen instantly 
and firmly to the upper position. 


Manufacturers of ACCOUNTING MACHINES . ADDING 
MACHINES . STATISTICAL MACHINES . TYPEWRITER 
BOOKKEEPING MACHINES . TYPEWRITER BILLING 
MACHINES . CALCULATING MACHINES . CORRECT- 
POSTURE CHAIRS . CASH REGISTERS . TYPEWRITERS 





The keyboard is standard .. . 
There is no new touch to learn 
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CANADIAN NOTES and COMMENT} 





A MILLION ACCOUNTS 


A hint of the tremendous volume 
of business conducted by the large 
Canadian branch banks is conveyed 
in current advertising of the Bank 
of Montreal appearing in Canadian 
newspapers. Under the attention- 
getting heading of ‘‘A Million Deposit 
Accounts Denote Confidence,” the 
copy informs readers that at its offices 
throughout Canada the Bank of 
Montreal has over 1,000,000 deposit 
accounts. An interesting feature of 
this publicity is that probably for the 
first time a Canadian bank has 
indicated the number of deposit ac- 
counts operated at its branches. This 
is an angle which according to more 
than one advertising executive could 
be developed to form an interesting 
co-operative bank campaign. It has 
been pointed out that with exception 
of the usual monthly government bank 
reports and the impressive but prosaic 
semi-annual and annual reports issued 
by the banks individually, there have 
been few attempts to place Canadian 
bank statistics before the public in an 
interesting manner. Visitors to Canada 
from other countries have commented 
on the fact that Canadians take their 
banking system as a matter of course 
and sometimes show little appreciation 
of the comprehensive service provided 
at all branches from mining camp to 
large city. This may be because little 
information has been made available 
to the public on the internal operation 
of the banks. Back of the 1,000,000 
accounts of the Bank of Montreal and 
the accounts of any other Canadian 
chartered bank is an interesting story 
of organized efficiency and careful 
supervision extending to the most 
isolated areas of the Dominion. The 
story should be told. 


TRUST AND LOAN COMPANIES 


The important place occupied by 
the Trust and Loan Companies in the 
economic life of Canada is indicated 
by statistics compiled by the Monetary 
Times showing that despite four 
years of depression, these corporations 
have scored notable gains. It is not 
generally realized in Canada that the 
trust companies are the second largest 
financial group and their assets are 
exceeded only by those of the chartered 
banks. It is also interesting to note 
that in recent years the business of 
Trust companies has shown rapid 
expansion with the spread between 
the assets of the chartered banks and 
those of the trust concerns narrowing 





by G. A. G. 





to $300,000,000, the smallest total on 
record. 


TRUST COMPANIES’ PROGRESS 


1928 1932 
Capital Paid Up.....$ 36,172,158 $ 42,910,644 
Reserve............ 20,216,735 22,994,415 
Capital Assets....... 73,358,969 88,245,275 
Guaranteed Accounts. 130,876,642 143,432,707 
Estates, Trusts... ... 1,473,098,843  2,271,884,455 
Total Assets....... 1,674,974,138  2,500,829,152 
Net Profits........ 4,404,576 4,086,094 
LOAN COMPANIES’ PROGRESS 
ee $ 58,008,113 $ 57,165,951 
ee , ee 46,408,087 44,680,347 
ee 40,309,457 36,955,808 
Debentures......... 126,216,688 138,699,278 
Securities........... 41,690,520 40,485,632 
Mortgages.......... 220,558,902 218,441,197 
Total Assets... .... 285,143,714 293,858, 189 


GOOD COLLATERAL ? 


The hard-boiled inspector was look- 
ing over the branch liability list, mak- 
ing cheerless reports with monotonous 
regularity. At last he _ hesitated. 
“Well this loan appears to be safe,” 
he conceded reluctantly making a 
notation on his report. The manager 
was surprised. It was unusual for the 
inspector to express so much optimism. 
He looked more closely and then he 
understood. The loan referred to was 
an advance to a mining customer 
against gold bars shipped to the mint. 


INTEREST RATES ON MORTGAGES 


The Province of Quebec enjoys the 
lowest interest rate on mortgages of 
any Canadian province according to a 
report brought down by the Banking 
Committee of the House of Commons, 
Ottawa. Fifty-seven mortgage com- 
panies reported rates ranging from 
6 to 8 per cent in all provinces of the 
Dominion except Quebec where slightly 
lower rates prevail. A decline in bank 
interest rates from 1930 to 1932 is also 
revealed in the report. The average 
maximum is placed by the committee 
at 6.43 per cent for 1930, 6.39 per cent 
for 1931 and 6.18 per cent for 1932. 
The average minimum rate, the com- 
mittee finds was 6.29 per cent for 1930, 
6.05 per cent for 1931 and 6.03 per 
cent for 1932. Bank discount rates 
also declined proportionately the re- 
port indicates. 


FIREARMS IN CANADA 


Canada’s laws and restrictions on 
the indiscriminate carrying of firearms 





appear to work despite some arguments 
heard that criminals will obtain 
weapons in spite of any statute. This 
was demonstrated recently when a 
Winnipeg reporter made a canvass of 
stores and secondhand establishments 
in an effort to purchase a revolver 
without the necessary police permit. 
The scribe found that his mission was 
fruitless and the offering of bribes and 
fancy prices failed to produce a weapon 
or move the proprietors. Additional 
evidence that even “tough eggs’’ have 
their troubles in securing guns is 
contained in a letter written by an 
ex-convict to his cell mate which was 
intercepted by the Ontario police. 
The criminal wrote as follows: “I 
wish you would send that revolver 
which you spoke about when we were 
in jail. Just send it to me and say 
what you want for it. I need one 
badly, but have been unable to get 
hold of one.”’ 


POPULAR ECONOMICS 


Bankers who believe that the public 
is now pretty well educated on the 
intricacies of exchange should glance 
over the following paragraph from a 
letter appearing in a Canadian news- 
paper expressing the correspondent’s 
views on the exchange problem: 

*“A Canadian branch has a branch 
in. New York. A Canadian citizen 
wishes to pay back a $100,000 loan to 
his creditors in the United States. He 
has to pay the Canadian bank $120,000 
to settle the account because of the 
exchange rate. The branch of the 
Canadian bank in New York is advised 
to pay the creditor $100,000 in United 
States funds. This makes a_ bank 
profit of $20,000.” 


SAVING RATE REDUCTIONS 


No longer will it be possible for the 
old timers on interest checking to run 
rapidly through the ledgers ticking off 
calculations and using pet formulas 
based on 3 and 4 per cent rates. A 
general reduction in the rate of interest 
paid on savings deposits has taken 
place in Canada, the chartered banks 
having reduced their long-standing 
rate of 3 per cent on time deposits to 
2% per cent. Trust and loan com- 
panies which formerly paid 4 per cent 
have adjusted their rate to 3% per cent. 
The Dominion government has also 
cut the rate on postal savings % per 
cent. The reduction in the rate of 
interest on savings is the first step of a 
campaign to cheapen money. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT. MICH., U.S.A. 4070-7-33 
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